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The Economic Debate 


HE three-day debate on the economic state of the nation has, on 

the whole, run true to form. Apart from Mr Alexander’s lapse 
of taste and Mr Churchill’s irrepressible bellicosity, it has not been 
a passionate debate—the shadow of national calamity has been too 
visible. But it has also not been an illuminating debate. Ministers 
hardly permitted themselves to put a single foot outside the narrow 
borders of the Economic Survey itself. Sir Stafford Cripps, in opening 
the debate, spoke for two hours with lucid moderation—but the only 
item in his speech that was not in his printed brief was the announce- 
ment of the Government’s intention to set up a joint planning staff 
—an announcement which, as is argued in a Note on a later page, has 
almost certainly had more significance read into it than it really con- 
tains. For the rest, Ministers’ speeches could almost have been taken 
for granted before the debate began. Mr Dalton was plainly ill at 
ease. Too conscious of the importance of his coming Budget to sub- 
ordinate it to a mere upstart of an economic survey, and yet too 
intelligent to deny the connection between finance and economics, he 
took refuge in a few red herrings in whose relevance he clearly did 
not himself believe. Mr Isaacs read his departmental brief; Mr Alex- 
ander repeated himself on the subject of service manpower ; and, 
to wind up, it was once again demonstrated that, though the Chancellor 
will not deflate credit, the Prime Minister can be relied upon to deflate 
any debate in which he speaks. The Labour back-benchers made no 
contribution of note. The whole Labour Party, in fact, is puzzled, 
frustrated and alarmed to an extent that has not been matched since 
they first began to realise, in the course of 1930, that they could not, 
after all, conquer unemployment by the touch of Socialist idealism. 
The external circumstances of the country are the opposite to-day ; 
but the political situation has its resemblances. 


From the opposition parties there were a number of speeches which 
made a sincere attempt to get down to the roots of the matter and to 
examine the fundamental bases of the economic life of the country— 
those by Mr Boothby, Mr Clement Davies, Sir John Anderson and 
Mr Eccles were particularly impressive. But it would be a flattering 
exaggeration to say that anything bearing the semblance of a positive 
Tory alternative policy emerged. 

So where do we stand, after this grand economic inquest? The 
Government prescription, it is plain, is the treatment as before, only 
more so. They propose to go on as they have been going, only with 
a frown on their brows instead of with a song in their hearts. Indeed, 
they have learned in these last few months that they are politically 
incapable of doing anything else. Every avenue to a positive policy 
is blocked to them. They cannot adopt a realistic financial policy, 
partly because that would involve abandoning Mr Dalton’s policy of 
over-cheap money, and partly because they could not face the odium 
of deliberately setting out to reduce the money incomes of the wage- 
earners. They cannot pursue a positive labour policy because the trade 
unions will not have it. They cannot call industry to their aid, for 
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that would mean abandoning the nationalisation programme. 
And they cannot embark upon a great campaign of moral leader- 
ship because Mr Attlee is Mr Attlee. So all they can do is to 
stand pat upon the collection of administrative expedients they 
inherited from the Coalition, as. modified by the pressure of 
events in the last eighteen months, and excuse themselves by 
the newly-discovered limitations of democratic planning. 

They are, in fact—to explore another historical parallel— 
taking up exactly the same position towards the economic pro- 
blem that Chamberlain took up towards the war in the winter 
of 1939-40. 
his war policy differed from that pursued in the first war in 
that it was planned, and his plan was to do everything possible, 
and to make every effort, short of seriously inconveniencing 
anybody. Now, as then, the sticking point has evidently not 
yet been reached, and until it has there is little hope of a change 
in policy. In April, 1940, The Economist wrote of the economic 
policy that then mirrored the Government’s general attitude : 

We must pin what hopes we can to the possibility thar, by 
the autumn, the need for a revised policy will be too pressing 
to be denied, and that by that time, through a change of per- 
sonnel or some other minoc miracle, a breath of realism and 
courage will have blown through the windows of the Treasury. 

Then, the prayer was granted in the most literal fashion and, 
by the autumn of 1940, the Treasury was fully open to the air. 
Now also, there will be no prospect of a radical escape from 
things as they are, of any change in the policy of “Crisis as 
Usual,” until politicians are similarly willing to forget their 
party programmes and their personal ambitions. The sticking 
point may come this autumn, or it may wait until 1948. But it 
is surely coming. 
* 


The debate was properly focused on the immediate pro- 
blems of the next few months. But there were some longer- 
term implications of which it would be as well to take note. 
Both sides showed some concern with the concept of demo- 
cratic planning, and there was obvious heart-searching on both 
sides of the House. Democratic planning as interpreted by 
the White Paper is obviously not a very effective or satisfactory 
system of managing the nation’s economic affairs. The Govern- 
ment are almost openly faced with the dilemma of either going 
forward until their planning is no longer democratic or of going 
back until some of their followers will say it is no longer plan- 
ning. It is getting clearer with every week that the present 
variety of controlled economy, with all its deliberate distortions, 
can be made to work, only if it is possible to direct labour by 
compulsion to where it is required. There was a phrase in Sir 
Stafford Cripps’s speech in which he appeared to contemplate 


It will be remembered that he then boasted that 
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compulsion of manpower not only in wartime but also “as may 
be necessitated by some urgent economic crisis.” But on the 
whole, the Labour Party may be relied upon to resist conscrip- 
tion of labour as least as strongly as anyone else. But if they 
do, they will sooner or later, and in greater or less degree, be 
forced back into the’ un-socialist arms of uncontrolled markets 
and the free price mechanism. 

In this situation it might have been thought that the tactics 
of the Opposition would have been to make the dilemma appear 
even sharper than it is, to launch a counter-offensive against all 
forms of planning and generally to emulate the “free enter- 
prise” campaign of the American business man. The debate 
would then have seen a lining-up of opposing forces, some 
determined to plan at any cost, others determined to scrap all 
the planning machinery. Instead, there was a most significant 
attempt, on both sides of the House, to find some common 
ground and to insist that, if the present attempt at democratic 
planning were no great success, another attempt must be made. 
Mr Eccles made this point most clearly. 


I am surprised continually at the poor show the Labour Party 
has made of planning. . . . There must be behind that incom- 
petence some underlying weakness. ...I am sure that an 
immense amount of harm has been done by the confusion 
between planning and: controls. Planning and controls in this 
country are irreconcilable enemies. The better the plan the 
fewer the controls; the more the controls the less flexibility 
we have in our economy, and without that flexibility it is not 
possible for a British Government to plan for abundance. ... 
The purpose of planning is to take something off the ration and 
the purpose of a control] is to put something on the ration. The 
Labour Party have been too afraid of their vested interests to 
draw up an overall plan. The tragedy is that, under the lead 
of the Chancellor of the Exchequer, they have been able to 
console themselves for the shortcomings of their plan by their 
faith in their controls, 


Some encouragement, in a long-run context, can be derived 
from language of this sort when it is held by rising members of 
the Conservative Party. It is already beginning to merge from 
a possibility to a probability that the Labour Government’ 
economic policy will be an open failure, for which they wil 
pay at the polls at the next General Election. If this were to 
mean a blind reaction to Brummagem Conservatism of the 
Chamberlain brand, then the long-term outlook for the country 
would be as dark as the short-term prospect undeniably is. 
But if a false start in democratic planning were to be followed 
by a second and sounder attempt to master the economic 
environment by methods of freedom, then it would still be 
possible to believe that the British people will yet, through the 
interaction of their parties, show the world how to solve the 
major problem of twentieth-century democracy. 


Mr Bevin’s Brief 


UBLIC diplomacy as practised by Mr Molotov sometimes 
recalls the Mad Hatter’s Tea Party. In Moscow on Mon- 
day he welcomed his fellow Foreign Ministers with a speech 
in which he said they were gathered together to “ consider ” 
a number of questions about the settlement of Germany and 
for “discussion” on the Austrian treaty. Shortly afterwards 
he proposed that they should begin discussing the situation 
im Qhina. General Marshall, who has said he will not stay 
in Moscow more than a month, asked for a day to digest this 
hors d’ceuvre ; and the afternoon’s work ended with unanimous 
agreement on Mr Bevin’s proposal that Prussia should dis- 
appear from the map, split up for ever into the present separate 
provinces. 
The procedure is not as crazy as it sounds. The four 
Foreign Ministers represent empires; their interests rub 
together over vast areas outside Germany. Misunderstanding 


between them flares up more hotly and more often in Germany 
than elsewhere, but it is always smouldering in the Balkans, 
in the Middle East, and in China and Japan. Mr Molotov was 


‘giving a startling, eccentric but useful reminder that bargain- 


ing may be done on the fringes of the negotiations about 
Germany and Austria; bargaining which began a fortnight 
ago when he made no objection to the Americans’ proposal 
that they should make themselves trustees over the Pacific 
islands formerly under the Japanese mandate and so anticipate 
the Pacific peace settlement. It may be that Mr Molotov, with 
Mr Stalin close at hand, sees a chance to get away from the 
piecemeal approach to a post-war settlement, to raise hopes 
of a wider understanding between the new American Secretary 
of State and himself, leaving Mr Bevin isolated in his detet- 
mination to settle German business first. 

The British need to get decisions about Germany and 
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Austria during the coming weeks is more. urgent than that of 
any other Government. Over a third of this country’s ex- 
penditure on German food and administration has to be paid 
for in dollars. Failure to carry out the economic unification 
of Germany, to pool the food and industrial resources of the 
four zones and the occupying Powers, has created a liability 
which seriously strains British economic strength. Even the 
industrial recovery programme planned with the American 
zone cannot begin to make good the losses suffered until four 
or five. years have passed. Even if the British Cabinet were 
not vitally interested in the economic recovery of western 
Europe as a whole, self-interest of the crudest kind would force 
them to advocate and assist German industrial recovery. It 
is a tragedy—for which the Russians have themselves largely 
to blame—that every British and American measure taken to 
that end has encouraged the suspicion in Moscow that 
“certain circles” intend to build up the strength of western 
Germany to the point where it will restore the balance of 
power on the Continent. Whereas the French have merely 
doubted the will and ability of the British and Americans to 
control a revived Germany, the Russians have chosen to believe 
ina plot to use Germany against themselves. The belief needs 
no elaborate explanation ; it springs from the Soviet conception 
of politics as naturally as cynicism about Germany springs 
from French memories of three wars. So long as it persists, 
the Russian tactic will be to delay a German settlement, to insist 
on detailed and long-term undertakings to nip German aggres- 
sion in the bud, and to seek outside Germany opportunities to 
divide Britain from the United States. 


It will therefore need all Mr Bevin’s patience and deter- 
mination to keep the conference moving towards the chief 
British objective: an agreed provisional economic and political 
regime for the whole of Germany, which will enable it to pay 
its way. The French and the Americans have no such vital 
interest in preventing delay. American policy on Germany 
reflects an odd mixture of motives. Predominant is the fear 
of a central German government in Berlin, controlled sooner or 
later by Communists. Next to it comes a not wholly dis- 
interested anxiety to see Germany contributing to prosperity in 
western Europe ; next to that a genuine belief in the possibility 
of re-educating the Germans and converting them to the peace- 
ful and democratic way of life. The Americans have plenty of 
dollars—if only Congress will provide them—and they are 
under great pressure to speed up the political rather than the 
economic restoration of Germany, in order to reduce their 
occupation forces. They push ahead more rapidly with new 
governments and constitutions in their own zone than with 
economic policies for Germany as a whole. 


The French, too, are in no hurry for a German settlement, 
unless it produces a regime for the Ruhr which gives them 
economic supremacy in western Europe, and so lasting security 
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against German resurgence. Their aim is to keep Germany 
weak, by one means or another. Communist strength in their 
own country prevents them taking an active part in the Soviet- 
American duel and their interests outside Europe do not clash 
with Russian interests. 


Here are reasons enough for expecting no German peace 
treaty for a very long time to come. What, then, if anything, 
can emerge to Britain’s benefit? First, perhaps, a four-power 
pact of mutual assistance to prevent German rearmament, on 
the lines suggested by Mr Byrnes. There could be no more 
binding guarantee of a permanent American interest in Euro- 
pean peace than this; no more ooncrete evidence for the 
Russian public—whatever their rulers may choose to think— 
that there is no Anglo-Saxon plot to throw the weight of 
western Germany into the scales against the Soviet Union. If 
anything can create confidence between the Foreign Ministers, 
this should. Secondly, progress may be made in strengthening 
the existing Anglo-Soviet alliance, which provides not only for 
joint action against German aggression, but for co-operation 
in European reconstruction. This would constitute further 
evidence of British determination to keep Germany harmless 
and a possible basis for broaching Mediterranean and Middle 
Eastern questions later on. Thirdly, a peace treaty may be 
made with Austria, making possible the withdrawal of troops 
from the four zones, a truce to the daily frictions of Allied 
control in Vienna, and in due course an approach to the problem 
of the Danube. Fourthly, there may be agreement to revise 
the plan produced at Potsdam for the level of German 
industry, within the limits of which Germany cannot pay its 
way. Lastly, detailed instructions may be given to the deputies 
to continue to work on a draft treaty. 


In other words, it is unwise to hope that Mr Bevin will be 
able to do more than assist in creating an atmosphere of con- 
fidence in which the programme of German recovery worked out 
for the British and American zones can be developed without 
destroying all hopes of Soviet agreement to later political and 
economic unification of Germany. Even from this work there 
will be exasperating, perhaps fatal distractions ; disagreement 
about Germany’s eastern frontier, about the Control Council’s 
report on the working of the Potsdam agreement, about repara- 
tions from current production, about the elimination of Nazis, 
the employment of German technicians and the destruction of 
German armament plants. These will occupy the ministers in 
the conference room. Outside it there will certainly be 
distractions. Mr Stalin is unlikely to miss this chance of trying 
the mettle of General Marshall. 


What should be Mr Bevin’s attitude to these distractions 
from the agreed agenda? The Soviet New Times said on the 
eve of the conference that “real progress in international 
affairs—including a solution of the German problem—is only 
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‘possible by strengthening and. developing co-operation between 
‘the great Allies.” If this means that a four-power pact and a 
new Anglo-Soviet alliance would make agreement about Ger- 
many easier, the sentiment is irreproachable. But if it means 
that decisions on how Germans are to live in the immediate 
future must wait on a global agreement of the Yalta kind—in 
fact a fresh definition of spheres of interest between the 
Russians and the Americans—it is unacceptable to any British 
Foreign Secretary in the present situation. His country, too, 
faces a struggle to live and pay its way; it cannot put off any 
longer measures to help 20 million famished and resentful 
Germans to do the same. If the conclusion—or the offer—of 
solemn engagements to keep Germany harmless, detailed and 
prolonged to an extent unprecedented in our peacetime history, 
is not enough to allay Soviet suspicion of British intentions, then 
Mr Bevin should be ready to pursue a zonal policy with the 


Development 


[’ is just Over seven years since the development and welfare 
policy for the colonies was inaugurated. On February 
20, 1940, a White Paper was published which declared that 
the sum of £5,000,000 a year for five years would be made 
available by the British taxpayer to enable the colonies to 
undertake projects that they could not finance from their own 
resources. In the succeeding years, this White Paper was 
followed by two Acts, more White Papers and despatches, as 
a result of all which the term “ development and welfare ” has 
become as familiar to those working in and for the colonies 
as are the older concepts of trusteeship and the dual mandate. 

In the course of the last seven years, too, the scope of 
development and welfare has been greatly increased. Finance 
from the United Kingdom can be counted upon at least until 
the year 1955 and to a total of £120 million during this period. 
More important, Colonial governments no longer regard the 
Development and Welfare Fund merely as a means of 
financing isolated projects such as a new bridge here and a 
library there. They have been instructed to draw up ten-year 
plans to promote the advance of their territories ali along the 
line ; and for the execution of these plans finance from the 
Fund is supplementary to what can be raised from their own 
resources and from loans. 

These ten-year plans are gradually being completed, and the 
table at the foot of page 365 shows the expenditure contem- 
plated in several colonies, distributed under different heads. It 
will be seen that big expenditure is planned for the social ser- 
vices, in particular the health services and education. This is 
not surprising in view of the neglect of the social services in the 
past. The medical and health services of Nigeria, say the 
compilers of the Nigerian plan “are far- below the average 
in the Colonial Empire and, in some respects, as bad as any- 
where in the world.” Again, the Jamaican Agricultural Policy 
Committee, reporting in 1945, stated that “there can be few 
countries where the over-all state of rural housing is worse than 
it is in Jamaica.” The reason for this neglect is very simple. 
The colonies could not afford social services because their 
resources were too small. The purpose of linking development 
with welfare, therefore, was to encourage the colonies to increase 
their wealth so that they could eventually support the social 
services out of their own resources. If assistance had been 
given by the British taxpayer for welfare projects alone, there 
would have been no prospect of colonial peoples ever being 
able to do without that assistance, and “he who would be 
master in his own house,” as the Comptroller-General for 
Development and Welfare in the West Indies has pointed out, 
“must be abl- to meet his bills.” 
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Americans, and darn the consequences.of Russian displeasure. 

Mr Bevin may well have to take this line. He can expect 
little understanding and sympathy for his case from Mr Molotoy. 
The economic crisis facing Britain is different in kind from 
that which now occupies the Soviet Government. They have 
no inescapable dollar problem, no need to sell goods to buy 
food. They can isolate themselves from the effects on Europe 
of continued stagnation in the German economy. Mr Bevin 
has to convince them that he will not postpone further the 
economic recovery of Europe and the saving of £120,000,000 
on the British Budget while they insist on guarantees and 
evidence of British good faith beyond those already offered, 
He has already given the warning in the House of Commons 
before leaving: “I should say nothing to saddle this country 
with increased liabilities.” The brief is clear and Mr Bevin 
should stick to it. 


or Welfare? 


What, therefore, one looks for anxiously in the development 
and welfare plans that are now appearing is some sign that 
development will proceed fast enough for the colonies to be 
able to carry their own burden of social services in the fore- 
seeable future. Unfortunately, this sign is nowhere in evidence. 
It is not that the problem is not recognised. The residual 
recurrent expenditure on the various projects at the end of the 
ten-year period is estimated, and the question of whether the 
colony’s finances will be able to support it is then discussed. 
But it tends to be regarded as a financial problem only. For 
instance, the Secretary of State, commenting on the plan for 
Zanzibar, which allocates more than one-third of the total 
expenditure to education, pointed out that too little attention 
had been paid to the development side of the programme, bui jf 
agreed to the heavy commitments to education provided that the 
people of Zanzibar are “ prepared to bear the additional taxation 
which will be necessary to provide the finance required.” 
Nowhere does the plan produce estimates to show that the 
people will be, not only prepared to shoulder this commitment, 
but able to. At the present time, the people of Great Britain 
are being told that they are heading for bankruptcy if they 
continue to demand the same or a higher standard of living 
without contributing an increased output of goods and services 
in return. Yet the colonies are being encouraged to plan for 
a higher standard of living long before it is clear whether they 
will be able to maintain it or not. 

This does not mean that development and welfare should 
be regarded as mutually exclusive. In the colonies, where the 
present standard of living is sc low that for the average man 
life is a prolonged struggle for subsistence, it may well be that 
health and educational services. will have a direct effect on 
productivity. It is certainly premature to assume, as is so often 
done at present, that the African and West Indian are per- 
manently incapable of doing an honest day’s work, until their 
attitude has been tested in a better environment than is their 
lot to-day. But against this must be set the fact that every 
extension in the health services; every success in reducing 
mortality, will increase the number of people whose needs will 
have to be met. Unless development proceeds fast enough 10 
enlarge the absorptive capacity of the colonies, it will soon be 
a question not of raising their standard of living but of pre- 
venting it from falling below its present low level. 

This danger is at present most clearly apparent in the West 
Indies, and it has been stressed in every report and survey, 
official and unofficial, that has been published. In Jamaica, 
it is estimated that 20,000 adolescents come on to the labour 
market every year. Even if. the object of an intensive. system 
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of agriculture—at present, only one person is engaged in 
agriculture for every five acres of agricultural land—were 
achieved, it would be impossible, so the Agricultural Policy 
Committee declared, for the land to absorb all the available and 
expected manpower. If an attempt were made to solve the 
unemployment problem by land settlement, it would only be 
at the expense of agricultural efficiency, which requires 
increased mechanisation in order that the output from the land 
can be raised from its present low figure. 


The picture is one of decreasing productivity of land, with 
ever-increasing expenditure necessary to remedy that condition, 
and of a rapidly increasing population with increasing demands 
for the products of the soil. 

Jamaica cannot hope, so the committee argued, to pay for 
all the imports required to maintain a reasonable standard of 
living for the islanders. The balance must be supplied locally, 
even though the local costs of production are high. 


It is impossible, therefore, to suppose that there can be much 
hope for increasing the standard of living in the island, unless a 
determined and constructive effort is made to use the resources 
of the country for every industrial purpose for which they are 
suited. , 

Yet, on examining Jamaica’s ten-year plan, what does one 
see? The sum of £250,000 is allotted to industrial develop- 
ment, and it is declared that “any programme of industriali- 
sation which will te feasible in the immediate future cannot 
but detract from the essentially agricultural background of 
the country... .” But the plan fails to answer these questions. 
Can agriculture, which only receives a slighty larger allocation 
than is given to the health services, support. an increasing 
population at the higher standard of living aimed at and 
illustrated in the allocations to the welfare programme? If not, 
at what standard of living can the population be supported? 
Or, if the higher standard of living is to be pursued, how many 
people can be maintained at that level, and what is to happen 
to the surplus? 

It is not only in the West Indies that these questions need 
answering, although they are there most urgent. In the Fiji 
plan, too, the rapid increase in the population, together with 
the shortage of land, is admitted to raise a serious problem, but 
it is dismissed with the statement that the aim of raising the 
standard of living would consequently be frustrated if there 
were a substantial and uncontrolled influx of immigrants into the 
colony. It is true that the economic budgeting required to 
answer these questions would be virtually impossible in many 
colonies, where the essential statistics are lacking. The Kenya 
plan does at least raise them, and it is significant that it is the 
only one to attempt to scale down the welfare side of the 
programme to a more practicable size. But until they are 
answered, how can any one say whether the purpose of the 
plans will be fulfilled? 

The truth is that, as successive Secretaries of State have fully 
realised, the purpose—raising colonial standards of living— 
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cannot be fulfilled without a far greater investment of capital 
than is contemplated in the ten-year plans. It is thus presum- 
ably more than a coincidence that the last few months have 
seen a start in the formation of public corporations, first fore- 
shadowed by Mr Stanley in 1945, to carry out development 
projects in the colonies. The first is the Cameroons Develop- 
ment Corporation, which will run the former German estates 
in the Cameroons on behalf of the native peoples and provide 
welfare services—for health and education—out of its own 
revenue. 


x 


But this pioneer scheme has been completely overshadowed 
by the recently published “ Plan for the Mechanised Production 
of Groundnuts in East and Central Africa” (Cmd. 7030). 
Here at last is the sort of economic planning that is needed to 
change the face of the colonial empire. Welfare services will 
accompany the production scheme, for each unit will be a model 
centre of “improved standards of housing, health, nutrition 
and welfare.” But from the African viewpoint the importance 
of the scheme lies in the economic development that is envisaged 
—in the revolution in agricultural technique primarily, but also 
in the indirect development that will follow from the improved 
communications and water supplies in the project’s areas and 
from the eradication of the tsetse fly. Stock-farming and local 
processing industries are among the secondary developments 
contemplated. It is difficult to decide which is the more 
encouraging part of the investigating mission’s report (it is 
interesting and significant that of its three members one was 
chairman of the Jamaican Agricultural Policy Committee)— 
the vision with which they look to the future and describe the 
immense potentialities of the scheme, or the hard-headed 
practical thinking and costing which have gone into the 
immediate plan for producing groundnuts. 


But two things shouid be emphasised. First, the amount 
of capital that will be invested in the scheme is £25} million ; 
the total area involved is 3,210,000 acres; and the farming 
operations will employ 32,000 Africans. The combined 
development and welfare plans for the whole of the three 
colonies concerned—Tanganyika, Kenya and Northern Rho- 
desia—contemplate a total expenditure of only £47 million. 
This comparison shows how totally inadequate are the colonies’ 
resources, even when supplemented by the Development and 
Welfare Fund, to carry out the big development schemes that 
are needed. Secondly, the £254 million that will be granted 
by the British Treasury for the production of groundnuts 
will be forthcoming because of the world’s, including Britain’s. 
shortage of fats. In other words, the needs of the world come 
first ; the needs of the colonies—the urgent crying need to 
raise their standard of living—are only a secondary considera- 
tion. What has now to be decided is whether capital, on the 
scale of the groundnut plan, can ever be got into the colonies 
primarily for their own sake. 











DEVELOPMENT WELFARE 
£000 £000 
= MISCELLAN- 
Town 2 EOUS* 
‘ + ea tt Com- Total 5 . Social Total 
Agriculture | Forestry Irrigation Industry | unications | Develo pment Health Education ae Welfare Welfare £000 
pment 
Cyprus .......... 571 880 934 aoe 495 2,880 1,292 1,002 496 aa 2,790 280 
gamaien eth ceed 6,055 t t 250 1,800 8,105 5,7 3, as 1,872 11,564 722 
ligeria......cce0s 2,998 918 a 261 11,384 15,561 10,439 7,686 8,394 384 26,903 6,184 
Sierra Leone..... 500 96 178 110 1,155 2,039 1,000 721 910 17 2,708 509 
Kenya .......... 6,587 459 daw 100 2,186 9,332 847 2,435 3,605 35 6,922 1,332 
Tanganyika...... 1,408 268 ese sia 6,945 8,621 3,004 1,905 3,284 ese 8,193 1,069 
anzibar......... 130 al a oie 19 149 340 500 329 ins 1,169 sis 
Northern Rhodesia’ 2,294 314 300 ae 2,170 5,078 1,598 1,536 1,670 oe 4,804 2,700 
Pi acepscadeicss 226 2 we ° 1, 1,268 1,173 513 1,448 os 3,134 105 


————— 


Footnote: The statistical summaries of the plans have not all been drawn up on the same lines, and it has not béen easy to allocate each of the different items to its appropriate heading, 
In particular, some plans distinguish between irrigation and water supplies to towns and villages, and others do not. When it appears that the expenditure on “ water development ”’ is 
Primarily for the purpose of supplying piped water to the inhabitants, it has been allocated to “ town and village development.” 
Includes items classified as ‘“‘ miscellaneous ” in the plans and other items, such as tourism and fisheries, which are either peculiar to one colony or not large enough to specify separately. 
t Includes £1,500,000 for “‘ rural development,” that is, centres for training Africans for both development and welfare projects. 


t Included in agriculture. 


OLITICIANS are apt to fight shy of divorce. It is a 
subject on which opinions are deeply felt and tenaciously 
held; from the politician’s point of view it suffers from the dis- 
advantage that these opinions run across the normal lines of 
party cleavage. Strong opinions which the Whips can manipu- 
late are the motive force behind Parliamentary life. When 
they break loose from party channels they may provoke an out- 
standing debate in the Commons, but Heaven knows what 
damage they may do in constituency organisations. This may 
be one explanation of why Parliamentary action on_ divorce 
usually lags some twenty years behind public opinion. 

Wars breed matrimonial troubles. The causes are easy to 
see and the remedies hard to find, In the majority of cases 
from the last war the damage is already done and divorce is the 
only remedy—no remedy to the broken marriage, but at least 
providing the circumstances in which the partners to that 
marriage may make an attempt to build up again something 
from their maimed personal lives. The divorce courts, too, 
constitute an authority, independent of the passions and prides 
of the parents, which can safeguard the interests of the children 
of the former marriage. So far as the courts are concerned, 
what is needed from them is a clean and aseptic surgical opera- 
tion. Delay and clumsiness are as dangerous there as they are 
on the operating table. Most fortunately for Britain, that need 
has been realised in the quarters from which action can be 
initiated. The Lord Chancellor has used his reponsibilities as 
head of the judicial system with intelligence and courage, and 
the Committee he appointed in June last has carried his inten- 
tions imto full effect. The final report of this Committee, 
commonly known as the Denning Committee, was published 
recently and no words could be too high to commend its activi- 
ties. In seven months the Committee has produced two interim 
reports (on which action has been taken), and has now presented 
a final report of a quality demanding the closest attention from 
any thinking adult. 

The wreckage of the war can be tidied up. A task of a 
different order is the problem of the future. Is the family an 
important social unit? If so, what can society do to preserve 
it from shipwreck? The answer in the Report is clear. For 
those who are unmarried, social education in the wider sense. 
For those who are married, the provision of an instrument, and 
a technique, that will undertake the task of reconciling differ- 
ences between the spouses at the point when the prospects for 
permanent reconciliation are at the brightest. That raises the 
immediate question: is the State to undertake either task, 
directly or indirectly, and if so to what extent? 

The conclusions of the Denning Committee are that the State 
is directiy concerned. It considers that it is “a function of the 
State to give every encouragement and, where appropriate, 
financial assistance to marriage guidance as a form of Social 
Service.” It rejects Lord Merriman’s plan, outlined in his 
recent specch in the Lords, to make an attempt at reconciliation 
a part of the normal procedure of a divorce application. It 
considers that such a step would leave the attempt too late in 
the day for substantial success, and in any case introduce too 
formal an organisation for such a personal task. It advocates, 
instead, the extension, and support by grants-in-aid, of the 
activities of marriage guidance organisations and court probation 
officers, who are already experienced in this work. In addition, 
it suggests the appointment of court welfare officers, and details 
what it considers should be their duties and qualifications. All 
these reforms can be introduced without the need for legislation. 

Th‘nking on divorce is handicapped by a divided allegiance 
between the claims of religion and the claims of the social 
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structure of the State. Roman Catholics and the majority of 
the Anglican and Nonconformist churches hold the view that a 
Christian marriage is indissoluble by human agency. Even 
where they admit of special cases, that fundamental attitude 
colours their thinking on the whole subject. And, if marriage is 
indissoluble, reconciliation is not important—in fact, it is irrele- 
vant. It. makes no difference to a sacramental marriage if the 
partners are unhappy or happy, faithful or inconstant: Thev 
will answer for these actions, as individuals, in another world 
to another judge. Here they must work out their individual 
salvations within the fixed status that their marriage has given 
them. A friend or a priest may intervene to help. The State 
has no duty, and:no right, to attempt to do so. 


Those who do not possess the faith of which a sacramental 
marriage is part see a marriage that is in difficulties from another 
aspect. As the Welfare State develops, it is increasing its con- 
cern to see every obstacle in the way of the happiness and 
development of each individual removed. The State is con- 
cerned to provide every kind of treatment and support in respect 
of physical illness. It attempts to abstract insecurity from em- 
ployment, and so free every individual, and family, from its 
basic fear. It-endeavours to set up a general goal of community 
effort and community consciousness. It cannot—nor, in fact, 
does it—leave out of its activities the welfare of such a socially 
important thing as marriage. But it could go very much fur- 
ther and do so very much faster. If free education, hospital 
services, compensation for industrial injuries, pre-natal care and 
supervision are important, surely an organisation to care for a 
marriage in danger is even more so? 


The final report of the Denning Committee deals with every 
aspect of matrimonial difficulty, including the technique of 
reconciliation. It is to be hoped that the Government will have 
enough foresight and moral courage to take action at once on 
those of its recommendations which can be carried into effect 
without legislation. Some require legislation. At the end of 
the present Session the greater section of the Government’s 
electoral plans for socialisation will have been completed. To 
achieve that rapid conversion of so much of the economic life 
of the country, the Government have already sacrificed an 
urgent measure of criminal justice reform. They cannot defer 
that Bill again. Nor should they defer the question of divorce 
law reform. A Government does not live, nor do a people, by 
the bread of economics alone. 


In essence, the solution is simple. Freedom to hold a faith 
or belief implies freedom to allow others to differ—there are 
limits to that, where the political security of the State is con- 
cerned, but this is not jeopardised by the difference between 
the sacramental and the social view of marriage. Whatever 
action the State takes, the result must be to leave any acceptance 
of its aid a voluntary decision of the person seeking it. Com- 
pulsion would not only make it ineffective; it would be wrong 
in itself. On the other hand, those who hold that each marriage 
must be left to work itself out should recognise that they have 
no right to force that view on others,.or, more important, to use 
their influence to deny others the access to information and 
guidance from a public organisation. That influence is used 
in many ways, direct and indirect; it still remains intolerance. 
an unwillingness to admit that another opinion might be right. 


In the end, this issue will be settled by the man in the street. 
not by the politician. If the politician dare not lead, he must 
be driven, and only an informed public opinion can drive. 
This is the final reason for expressing thanks to Mr Justice 
Denning and his Committee. They have prepared the brief. 
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| NOTES OF 


For the time being the Foreign Ministers have resisted the 
temptation to turn attention from Germany and Austria to such 
matters as China and Japan—that is, they have, at any rate, kept 
them off the formal agenda. Mr Molotov will doubtless let off a 
firework from time to time, to light up promising by-paths of 
negotiation outside the conference room, but he is unlikely to find 
anything to make so much noise and attract so much attention as 
President Truman’s speech to Congress on Wednesday. It com- 
bined ideology and realism in a manner which challenges the 
Communist monopoly of this kind of diplomacy. It is the argu- 
ment used, rather than the aid for Greece and Turkey proposed, 
that will have to be answered: “I believe,” said President 
Truman, “ it must be the policy of the United States to support 
free peoples who are resisting attempted subjugation by armed 
minorities or by outside pressure.” Even more challenging is the 
demand that Congress should recognise that “ totalitarian regimes 
imposed on free peoples, by direct or indirect aggression, under- 
mine the foundations of international peace and hence the security 
of the United States.” 

The assumption by the Americans of responsibility for the 
pax Britannica at the point where the Russians look out on the 
Mediterranean and where Europe arid the Middle East meet 
must make Mr Molotov more eager than he was already to find 
out the full contents of General Marshall’s brief. 

From the British point of view it is good that Mr Bevin’s thesis 
and that of the Russians on the economic future of Germany 
already confront one another. Mr Molotov has objected to 
British delays in destroying potential war plants in their zone, 
revealing that 676 plants in the eastern zone have already been 
“removed ”—which is not the same thing as destruction. Mr 
Bevin, who might have retorted with questions about synthetic 
oil plants in full production under Russian direction, insisted that 
fulfilment cf the Potsdam Agreement and revision of its level-of- 
industry plan should come first. Both parties could, if they 
wished, meet allegations of breaches of Potsdam by counter- 
allegations, each showing what a keen eye its intelligence service 
keeps on the other’s zone. Such skirminshing is inevitable and 
so far it has sounded less bitter and determined than might have 
been expected. It is a hopeful sign that the Foreign Ministers 
will themselves discuss the Control Council’s report on conditions 
in the zones and not shelve the issues by reference to the deputies. 


* * * 


The Conscription Bill 


The Government has introduced what may well turn out to 
be its most difficult Bill of the session, difficult not because it 
will cause popular resentment on the ground that it is unnecessary, 
but because the principle of peacetime conscription is opposed 
by a large section of the Parliamentary Labour Party. The new 
National Service Bill is likely to be attacked, not only by Labour 
pacifists but by the back-benchers who hold that, in the present 
shortage of manpower, it is wrong to have considerable numbeis 
of men in the armed forces. 

Yet the Bill goes some way towards meeting all the objections. 
The provisions fcr deferment are as generous as had been fore- 
cast and make full allowance for the needs of higher education. 
More important, the Bill is limited in time until 1954, unless 
extended by Order in Council which will provide an opportunity 
for reviewing its necessity. Thirdly, it limits the period of service 
which conscripts will serve to eighteen months as a maximum— 
it may be reduced—plus five-and-a-half years in the Reserve. 
Thus, in effect, from the beginning of 1949, when the Bill will 
come into force, the total size of the armed forces will be con- 
siderably reduced, for eighteen months’ conscription will yield 
about 300,000 men and the number of volunteers cannot be ex- 
pected to exceed 450,000. Thus, at long last the Government 
has accepted 750,000 as the outside figuce at which the armed 
forces can be maintained. If, as is very possible in these days 
of over-employment, the number of volunteers falls below 450,000, 
the size of the forces will be correspondingly less. What the 
Government’s critics should now attempt to drive home is that, 
since the armed forces will have to cut their establishments, and 
the country its commitments, in accordance with this outside 
figure of 750,000 in two years’ time, why should they not do so 
now? And they should ask the Government to show quite clearly 
what advantage is to be gained by eighteen months’ conscription 
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instead of twelve. Will the benefit to the armed forces of au 
additional six months’ training offset the extra social dislocation 
that it will cause? 


* * * 


Joint Planning Staff 


Sir Stafford Cripps’s statement in the debate on Monday that 
a new joint planning organisation is to be set up and that a 
man “of very special attainments and experience” is to be made 
the executive head of it, has been greeted with a hubbub of 
excitement and applause which events may not justify. The 
decision itself is necessary and overdue, as the absence of 
adequate planning revealed in the Economic White Paper has 
shown, but the appointment of the new man with a joint planning 
staff under him is probably much more a piece of essential 
administrative machinery than an altogether new driving force 
within the political ranks of the Government. Surmise has 
revolved around a number of figures who achieved fame during 
the war, but very few of these men have political views which are 
compatible with the central planning of a Socialist Government 
—or which would make their decisions acceptable to the present 
Cabinet. Nor is it probable that Mr Morrison would brook a 
rival on territory he has made so much his own. A Socialist 
Beaverbrook to provide the drive, working with a first-class 
economic administrator to provide the ideas, might well have 
been an ideal combination for the necessary jet-propulsion ; but 
neither the candidate nor the political atmosphere is available, 
and it is far more likely that the appointment will be of an ex- 
temporary civil servant who has had experience of the organisa- 
tion of production in wartime. 

The failure to produce a deus ex machina should not, however, 
be allowed to obscure the rightness of the new decision on a 
more modest plane. The Government’s planning, as revealed 
hitherto, has been far too limited both in time and space—limited 
to a few months ahead and split up between a number of depart- 
ments which seem to have little concern for each other’s activities. 
If the new planning staff produces a policy which looks far enough 
ahead, which concentrates on the real obstructions to economic 
activity and which mobilises all the departments in a single 
strategy, it will have done very good work. But the ultimate 
difficulty will still remain. To draw up an effective plan may 
be difficult, but it is child’s play compared with the difficulty of 
getting a Cabinet of politicians to implement it. No amount of 
new planning machinery will be of much avail until Ministers 
are prepared to do things that their followers, their constituents 
and the keepers of their party consciences will equally dislike. 


* * x 


The Great Thaw 


Life is once more limping back to normal. Commercial 
consumers, such as offices and shops, may turn on lights and 
electric fires with caution during the restricted hours; cinemas 
are showing full programmes and theatre matinées restarting ; 
hairdressers can give permanent waves. Shorter newspapers, 
telescoped BBC services, burst pipes, leaking roofs and the 
menace of floods remain as the aftermath of the great freeze up. 

The lcng-term effects of the crisis cannot be gauged so easily, 
but they will certainly be serious. The extent of industrial re- 
sumption is shown in the unemployment figures. Whereas, on 
February 26th, 1} million were recorded as unemployed by the 
Ministry of Labour (of whom just over one million were “ tem- 
porarily stopped” as a result of the switch-off), the total had 
dropped to half that figure by March 5th, and only 323,000 of the 
total of 780,000 were “temporarily stopped.” Nevertheless, the 
period of uncertainty is by no means over. Discussions about 
staggering hours, to relieve the electricity load, are still going on, 
and no definite decision has yet been announced by the Govern- 
ment. Mr Isaacs, however, indicated in the economic debate on 
Tuesday that the TUC’s suggestion for double day shift working 
would be adopted and that the original proposal for night work 
would be dropped. In fact, many individual firms have gone 
ahead with their own schemes for re-arranging working hours 
on this assumption. 

When the respective merits of double day shifts and night work 
are debated, it is as well to distinguish between present and future 
advantages and needs. To relieve the electricity load, night 
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work is obviously more effective. In fact, it has been claimed that 
a double day shift will save very little power at the cost of a 
reduction in the total number of hours worked in a week. On 
the other hand, the long-term objective of making a more efficient 
use of machinery can be achieved as easily by a double day shift 
as by night work and with far fewer social disadvantages. It is 
true that the unions have not agreed to the double day shift as 
a permanent arrangement. But, once tried, it may turn out to 
be less objectionable to them than it appears in prospect. 


* * * 


Domestic Consumption 


How does the switch-on leave the ordinary person in his own 
home? The economic debate has not made his position much 
clearer. Sir Stafford Cripps announced that the coal budget 
was based on the assumption that there would be “continued 
substantial restrictions on domestic and non-industrial users.” 
These would be achieved by the prohibition of “certain wasteful, 
unnecessary usages during the summer, such as domestic space 
heating,” and “ it may be we shall be driven to the necessity of 
a domestic fuel rationing scheme.” 

If there was one lesson which the war brought home, it was 
that when a commodity was in really short supply, the public 
as a whole preferred a clear-cut rationing scheme to queues or to 
distribution on the most-favoured-customer principle. Yet the 
merits and drawbacks of fuel rationing were thoroughly debated 
in 1942 after Lord Beveridge had produced his scheme, and it 
was rejected as being impracticable. If today the Government 
feels that it cannot add the burden of fuel rationing to an already 
heavily overladen administration—not to mention the alleged 
meter-illiteracy of the masses—the decision will be accepted. 

But in that case the alternative should be a big campaign for 
voluntary saving such as was conducted during 1942-43 and, it 
is generally conceded, resulted in considerable saving. What is 
quite wrong is the present method of imposing a blanket prohi- 
bition on the use of electricity in certain hours, with severe penal- 
ties if the prohibition is ignored. Such a prohibition makes no 
allowance for variations in individual circumstances ; it makes 
any appeals for voluntary economy virtually worthless; and, now 
that the supply is no longer cut off, it tends to be more and more 
ignored the longer it is in force. If Sir Stafford’s statement means 
that the present system is to be retained indefinitely, and its scope 
widened, the Government should think again. The British public 
will tolerate rationing and will respond, at least in some measure, 
to appeals for voluntary saving. But it will not respect an unfair 
law which cannot be enforced. 


x *x * 


Empire Prepares for Geneva 


Delegates of the United Kingdom and Empire countries 
began discussions in London this week in preparation for the 
taciff and preference negotiations which will open in Geneva 
next month. As in the case of the first meeting of the Prepara- 
tory Committee of the Conference on Trade and Employment, 
in Londen last October, it has been thought desirable to arrange 
preliminary talks between representatives of the Commonwea!th 
so as to ensure the greatest possible intra-family agreement 
before beginning discussions with strangers. This is all the 
more important on the eve of the second meeting of the Pre- 
paratory Committee, which will get down to actual tariff and 
preference bargaining. 

The Empire talks are being held in a privacy illumined only 
by the most innocuous and uninformative of press notices. But 
it may be assumed that the discussions have left the sphere of 
commercial ideology, which was largely the concern of the meet- 
ing last October, and are now centred on the more practical, 
mundane affairs of actual tariffs and preferences. The main issue 
that will have to be decided by the British and Commonwealth 
delegations at Geneva next month will be the extent to which 
they are prepared to sacrifice imperial preference in return for 
tariff concessions from the United States. The British attitude 
seems to envisage a very considerable whittling down of prefer- 
ences on the reasoning that anything like the required expansion 
in British export trade can only be obtained if the United States 
and other hard-currency markets open their doors much wider 
to the import of sterling area goods. This is a point of view 
which is not wholly shared by certain of the Dominions, notably 
Australia and New Zealand. The object of the Empire talks 
will be to see how far these differences can be reconciled before 
the horse trading begins in Geneva. 

Sir Stafford Cripps, who opened the Empire talks last Tues- 
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day, hoped that in meeting the difficulties that faced the United 
Nations “the climate of agreement” might be more readily 
reached in the economic than in the political field, and he saw 
in this “climate of friendly agreement ” something which might 
be more important than the. detailed agreements themselves, 
One can but hope that the woolliness of this observation is nox 
characteristic of the attitude with which the British delegation 
will be travelling to Geneva; for there they will meet other 
representatives who will be much more interested in the details 
of what they will be trading than in any nebulous “climate of 
agreement.” 
2 x eg 


European Commission 


Whether or not the Big Four representatives at Lake Success 
all mean the same thing when they talk about an Economic Com- 
mission for Europe, they look like setting, on paper, a good ex- 
ample of agreement to their Foreign Ministers in Moscow. They 
are now drafting the terms of reference for the new body, and Mr 
McNeil has returned to London from the Economic and Social 
Council hopeful about the prospects of a working agreement on 
this far-reaching American proposal. A Soviet representative, 
Mr Chernyshev, is taking a cautious but not unhelpful part, thanks 
largely to Polish and Czech insistence on the advantages. which 
this form of co-operation with the Americans may offer. 

Three tasks are proposed for the commission: measures to get 
governments working together on reconstruction in devastated 
areas ; joint study of economic problems and developments ; col- 
lection and evaluation of information. Such proven bedies as the 
European Coal Organisation and the Emergency Economic Com- 
mittee for Europe would be absorbed into the new organisation 
and their methods of work extended into spheres where national 
plans clash or overlap and where materials and equipment are 
scarce. Obviously an expert body of this kind is not always going 
to agree either with the statistics offered by governments or with 
the general character of their economic planning. Sooner or later 
it will run into the same objections in the name of national 
sovereignty as the Security Council has encountered in its dis- 
cussion of atomic energy controls. But if powerful and regular 
American assistance can be secured on no other terms the “ plan- 
ning ” governments may find it worth their while to make, in 
the limited European sphere, concessions which they would any- 
how be asked to make within the broader framework of an 
international trade organisation. 

The Americans see in the commission a means of getting Euro- 
pean trade arrangements on to multilateral lines and of curbing 
the restrictive policies of governments to which Congress is un- 
willing that direct loans should be made. The British see the 
possibility of getting American support behind a European re- 
vival, of involving eastern Europe in closer relations with the 
West, and of preventing an economic split running down through 
the centre of Germany. The Russians see a means of coaxing 
American capital and goods into devastated neighbouring terri- 
tories—in other words, a temporary substitute for Unrra rather 
than a permanent international organisation. ‘The Frefich see 
the chance of getting a European framework within which German 
raw materials and productive power could be brought under joint 
control. 

There is a good chance of the European Commission coming 
into existence. Whether it survives or not will depend on its 
ability to make itself so indispensable that no government, even 
for the most pressing political reasons, will be able to afford to 
leave it or remain aloof. 

x * * 


Nehru-Jinnah Approach 


While the night skies of the Punjab are reddened with the 
arson of communal riots in a score of different places, new 
attempts are being made to end the deadlock between Congress 
and the Moslem League over the future of India. The provision 
in the most recent British declaration for transfer of power to 
regional authorities, if no central government can be established 
by agreement in the near future, has put a strong pressure on the 
Congress Party to come to terms with the Moslem’ League in 
order to obtain its participation in the Constituent Assembly. The 
prospects of unity have thus been improved to the extent that 
breakdown of the inter-party agreement on the basis of the 
Cabinet Mission plan has been due to subsequent Congress re- 
servations from the original acceptance. On the other hand, the 
same provision has also encouraged Pakistan extremists to think 
that they have only to dig in their toes to get full independence 
and the reference to “ existing provincial governments ” has m:cde 
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it urgent for tae Moslem League to capture the provincial govern- 
ments of the Punjab and the Frontier Province, which, for reasons 
of local politics and electoral “ weightage,” they have not so far 
controlled in spite of their majority in the Constituent Assembly 
elections for the three “ Group .B” provinces—Frontier, Punjab 
and Sind. The recent Punjab disturbances have not been n.erely 
manifestations of communal hatred, but have had on the Moslem 
side the political purpose of breaking the “ Unionist” coalition 
Government hitherto in office; in this they have been suc«essful, 
but it has not been possible to form a purely Mosl2m Lecgue 
Government with a working majority in the Provincial Assembly, 
and the British Governor has been compelled to take charge of 
the administration—a dangerous situation for the British sixteen 
months before their final exit. 

The most interesting feature of the Congress Wetking Com- 
mittee’s directives for fresh negotiations with the Moslem League 
is the proposal for division of the Punjab into two parts, separat- 
ing the mainly Moslem and mainly Hindu-Sikh areas. This 
would be a sensible idea provided agreement could be reached 
on the boundary between the two zones. Unfortunately Congress 
simultaneously demands that the Interim Government be recog- 
nised as a “Dominion Government” immediately, so that a 
Cabinet in which the Moslem League is in a minority would be 
recognised as the irremovable, legal Government of all India. 
This move, which is obviously designed to put the ' zague in the 
position of rebels, cannot fail, if it is seriously pressed, to execer- 
bate the conflict. 

* * * 


China’s New Crisis 


‘The fears recently expressed in Nanking that the Foreign 
Ministers’ Conference in Moscow would go outside the European 
questions on its agenda and discuss Chinese affairs in China’s 
absence have quickly been realised. At the first meeting of the 
Conference Mr Molotov proposed that the situation in China 
should be discussed, though no advance notice of such an inten- 
tion had been given to the other three Powers. The Chinese 
Government have lost no time in declaring that they cannot agree 
to the inclusion of China’s internal affairs on the agenda of the 
Foreign Ministers’ Council, whether China is represented or not. 
Mr Molotov’s argument is that his request is merely for a review 
ot the decisions taken about China by Britain, the United States 
and the Soviet Union in December, 1945, at a conference not 
attended by China. The three Powers then agreed on the need 
for a unified and democratic China and the ending of civil strife, 
a formula similar to that previously adopted for Poland, Jugo- 
slavia and other Allied countries torn by political dissensions. 
Attempts to dictate a settlement to the warring Chinese parties 
are more likely to involve foreign Powers in mutual conflicts 
than to gain support or goodwill among the Chinese. Neverthe- 
less, the Chinese civil war is a fact which other nations cannot 
altogether ignore or isolate, and consultation among them may 
be of value if it serves to limit the international repercussions of 
the trouble. 

In China itself the fiction of continued negotiation is now finally 
at an end. The Communist deliegation has been ordered to 
leave Nanking and the lid has been taken off the war since General 
Marshall abandoned his efforts at mediation. At the moment 
the Communists are on the offensive both in Manchuria and 
Shantung, while the Government is confronted with non-Com- 
munist revolts and intrigues in other parts of China, including an 
upheaval in Formosa (tvhich foreign observers expected as an 
inevitable consequence of the manner in which “ liberators ” from 
Fukien took over the island from the Japanese) and a bid for 
power by the ever-turbulent Southern  soldier-politician, 
Li Chi-sen. In the midst of this confusion, Dr T. V. Soong 
(who has never been popular in China, but owed his authority to 
his supposed standing with the Americans) has been forced out 
of office and General Chiang Kai-shek is for the time being his 
own Prime Minister. He has weathered many storms but this 
one is; perhaps, the worst he has yet had to face. 


* * x 


Mr Dalton and the Universities 


Mr Dalton revealed this week two important milestones in 
the journey towards university expansion—a journey in which 
he claims, and has so far shown, a great interest. There are advan- 
tages in having a don as a Chancellor of the Exchequer, for no 
previous Chancellor has ever opened the Treasury’s purse strings 
so wide. Before the war the total Treasury grant to the univer- 
sitles was £2,250,000 a year, including both recurrent grants and 
grants for capital expenditure. Even allowing for the post-war 
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increases in costs for maintenance and salaries and the rise in the 
number of students, the size of the new recurrent grants which 
Mr Dalton announced in the House of Commons on Monday 
is satisfactory. Next year the universities are to reccive ail but 
£10 million and by 1951-52 £12 million on revenue account, which 
should provide them with a welcome freedom from immediate 
financial anxieties. There is indeed a possibility that the limita- 
tions on capital expenditure which the Chancellor also. announced 
will make it difficult to deploy the full amount of revenue expendi- 
ture. The schemes for physical expansion submitted by the univer- 
sities for the next five years would necessitate capital grants of 
£40 million for new buildings and £1o million for acquiring sites, 
existing buildings and new equipment. Although he accepted the 
need for these developments, he did not think the limitation of 
resources would permit an expenditure of more than £20 million 
on new building. Bricks, not money, is therefore going to be 
the limiting factor over the next five years. 
* 


The second milestone has been a letter from Mr Dalton to the 
Parliamentary and Scientific Committee on the subject of their 
report on the universities and scientific manpower, which 
was discussed in these pages on December 14th. The committee 
claimed that an expansion from 50,000 students in 1939 to 108,000 
by 1951 was essential to give an adequate supply of scientists. 
Mr Dalton countered that the committee were taking an unduly 
gloomy view of the output of scientists and that the University 
Grants Committee considered that a total expansion to 88,000 
was all that was practicable over the next ten years. Unfortunately, 
nothing but a full-dress inquiry can settle the argument about how 

nany graduates of different types the country needs, and such 
an inquiry is certainly urgent, but Mr Dalton’s conservative figures 
are based on the revised estimates which the universities them- 
selves have submitted, and further pressure may have to be put 
on them. Why should there be no new women’s calleges at 
Oxford and Cambridge and no new universities? He made 
the surprising statement that he shared the committee’s views on 
the inadvisability of any new universities at this stage. But why 
should the vigorous movements in towns like Stoke or York not 
be encouraged, even if modestly at the start? 

He was also unnecessarily vague about the upgrading of tech- 
nical colleges to university status. It well may be that the one- 
sided nature of these colleges makes them unsuitable for university 
status, but something must be done to improve the quality of 
applied scientific research. Ii can only be neglected at the 
country’s peril, and it would have been more satisfactory if Mr 
Dalton could have said something more about its development 
at existing universities. 

* * * 


New Farm Prices 


There is something. rather frightening about Mr Tom 
Williams’s deep satisfaction that the new schedule of farm prices 
has received the full approval of the National Farmers’ Union. 
In the annual review, which preceded the fixing of the new 
schedule, it is clear that the farmers’ representatives got the better 
of the bargaining with the Ministry of Agriculture. The main 
aim of the new schedule is to stimulate the revival of livestock 
production as fast as feedingstuffs become available. Higher prices 
have therefore been fixed for most livestock products for the year 
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beginning April 1st. By this means it is hoped that a substantial 
increase in pig and poultry output will be achieved starting in 
1948-49 ; beef and mutton production will take longer to restore. 

The prices for cereal crops harvested next autumn have been 
taised above their original level, partly with the idea of encour- 
aging much-needed spring sowing. The weather has been so bad, 
however, that it is most unlikely that the Government target of 
two and a-half million acres of wheat will be reached this year. 
Next autumn the Government intends to attempt, for the second 
time since war ended, the discontinuation of compulsory cropping 
orders, which are distasteful to farmers. It points out, however, 
that owing to uncertainties about overseas supplies of feedingstuffs, 
it is necessary to plan for a higher degree of self-sufficiency than 
before the war, though below the wartime peak. To assist the 
reaching of these targets, the Government has fixed 1948 prices for 
the principal crops at levels which are no less remunerative than 
this year’s prices, but the acreage payments for wheat, rye and 
potatoes are to be abolished and to be replaced by an equivalent 
increase in guaranteed prices. The incitement to grow these crops 
on unsuitable land is thus reduced, but their profitability on 
suitable land is correspondingly increased. 

The Government’s purpose is to give generous enough induce- 
ments to raise livestock production and to maintain, without the 
spur of compulsory controls, a fairly high tillage acreage. The 
long-term dangers of measuring the satisfactoriness of a price 
schedule by the degree of approbation it receives from producers 
are too obvious—to anyone except, perhaps, Mr Williams—to 
need repetition ; but the need for expanding livestock production 
in this country is so urgent that the Government may be able 
to justify its policy by results. That remains to be seen. The 
danger is that higher prices will not be an effective encourage- 
ment to the producer to overcome the physical difficulties which 
stand in the way of higher livestock production ; instead they 
may serve to compensate him for a low turnover. 


* * * 


Less Food at Higher Cost 


The higher prices awarded to British farmers will mean 
another increase in the high cost of food subsidies. The supple- 
mentary estimate of the Ministry of Food, which was debated in 
Parliament last Friday, shows an increase in the Ministry’s trading 
deficit of nearly £50 million for the financial year ending on 
March 31st. The original estimate gave a deficit of £2324 million, 
the revised estimate is £281 million, or over 20 per cent higher. 
The melancholy fact is that less food has been received for a con- 
siderably higher cost. It is not the Ministry’s fault that the 
original estimates for individual items were badly out, although 
Dr Summerskill was irresponsibly light-hearted about the dis- 
crepancy. Expenditure on cereals, for instance, shows an actual 
' saving of £25 million, owing to the sad fact that the anticipated 
supply has not been available. Most other items show unexpected 
additional losses. There have been higher Dominion prices for 
butter, higher Cuban prices for sugar, and much higher Argentine 
prices for meat ; indeed it appears that to get an existing meat 
contract carried out an extra sum of £7 million had to be paid to 
the Argentine Government, a payment about which Parliament is 
demanding further information. The increase in bacon prices 
must have been fabulous to convert an anticipated credit into a 
£5 million loss, since the ration has been kept on a much lower 
scale than was budgeted for. 

Part of the Ministry’s additional expenditure is due to changes 
in stocks, and the remainder is shared én equal proportions between 
home and imported supplies. If overseas food prices continue to 
accompany domestic farm prices in their upward spiral, the 
financial outlook for the coming year is exceedingly grim. Unless 
something is done, food subsidies will cost a great deal more 
during the coming year, since last year’s increases in domestic farm 
prices, let alone the further increases authorised for this year, have 
not yet made their full impact on the Ministry’s trading account, 
while higher prices have recently been negotiated with Denmark, 
Canada and other overseas suppliers. If, as is devoutly to be 
hoped, the supply of livestock products steadily increases, the cost 
will be still greater. 

If Mr Dalton is in earnest about checking inflation, he has no 
course but to compel a modest rise in food prices and prune the 
subsidies. The Government cannot forever delay this action out 
of fear of causing a cycle of wage claims. The cost of food, in rela- 
tion to earnings, is a good deal lower than before the war, yet 
the normal alternative outlets for expenditure are very scanty. 
It is agreed that the pruning of subsidies must proceed gradually, 
and instead of an all-round cut, suitable individual items—of 
which eggs might be an example—should be decontrolled. For 
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one thing, this would facilitate staff reductions at the Ministry. 
It tis bad enough having less food at greater cost, without also 
having more controllers doling it out. 


* * x 


Right and Left in Hungary 


The American Note, delivered to the Soviet chairman of the 
Allied Control Commission in Hungary on March 5th, denounces 
“foreign interference in the domestic affairs of Hungary, in sup- 
port of repeated aggressive attempts by Hungarian minority 
elements to coerce a popularly elected majority.” It states that 
in the opinion of the United States Government, the charges 
against Bela Kovacs, former secretary of the Small Farmery’ 
Party, of taking part in “ subversive anti-Soviet terrorist groups” 
and of organising “espionage directed against the USSR,” are 
unwarranted. Finally, it protests against the unilateral Soviet 
action, taken without consulting the American and British repre- 
sentatives. The British Government has delivered a Note 
expressed in similar terms. 

The Americans’ attitude is justified in so far as no evidence of 
Kovacs’s guilt has been supplied to them, and there co not there- 
fore seem adequate grounds for such drastic action as his arrest 
by the Soviet authorities. “It is true that the Minister of Justice, 
the Socialist Riesz, a lawyer of some standing, has declared him- 
self satisfied, but he has not stated his reasons. The Americans 
are also fully justified in objecting to the failure of the Soviet 
authorities to consult them. This is just one more example of 
the intolerable situation in which the Western Powers, though 
formally associated with the Soviet Union as victors, are in 
practice ignored and insulted. 

The wide political implications of the American protest are, 
however, less certain. American and British observers who treat 
the whole conspiracy as a “frame-up” are making assumptions 
that are not proved. The evidence already revealed at the trial 
now taking place in Budapest shows that there was a real con- 
spiracy. It is also fairly certain that elements of the Extreme Right 
in Hungary were in contact with Hungarian exiles in the western 
zones of Austria, remnants of the Hungarian Nazi army of Szalasi 
who fled there in 1945 and who have enjoyed a surprising degree 
of liberty since that time. It is only too probable that these exiles 
were themselves in contact with “ Anders’ Poles,” who have for 
long indulged in many parts of Europe the Polish national talent for 
subversive plots and the Polish national hatred of Russia. Charges 
of this kind must, of course, be substantiated, but they should 
certainly not be lightly dismissed. 

Whether, in fact, the Hungarian Communists are at present 
aiming at creating a dictatorship is by no means clear. Neither 
the economic nor the political situation in Central Europe is 
particularly favourable to them. Anti-Communist and anti-Soviet 
feeling is undoubtedly widespread in Hungary, and the action 
of the Western Powers will encourage both the Extreme and the 
moderate Right to resist demands from the Left, in the belief 
that they will receive effective backing. Whether it is wise 10 
encourage this belief at present, and whether it will berefit the 
“non-Marxist” democrats in the end is an open quest‘on. 
Hitherto, in spite of enormous economic and political difficulties, 
Hungary has been able to preserve a remarkable measure of politi- 
cal freedom. It is surely desirable that every effort be made to 
save this freedom, to prevent a “ show-down ” in favour of either 
the Communists or the Extreme Right, even if there is provoca- 
tion from either or both of them. 


* * be 
The Corfu Strait Appeal 


The British appeal to the Security Council about the mining 
of two British destroyers in the Corfu Strait last October, has run, 
as was to be expected, into heavy political weather. If this were 
a case before a court of law, the issue would be simple enough. 
The mines raised in the minesweeping operation were examined 
by British naval experts, together with a French observer, and 
found to have been laid not more than six months previously ; they 
could not, therefore, have been mines laid by the Germans during 
the war. The minefield stretched for three miles close to the 
Albanian shore of the strait, on which the Albanian Government, 
in the words of the British accusation, maintains “ elaborate and 
vigilant defences”; it is held, therefore, that it must have been 
laid either by the Albanian authorities or with their connivance. 
Even in time of war the laying of a minefield without warning 
is an offence in international law; much more so in time of peace. 
The question whether British warships had the right to pass 
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through Albanian territorial waters in the Corfu Strait is quite 
distinct from that of responsibility for the minelaying ; the passage 
was certainly justified by normal international usage, but even 
if the British case were unsound on this point, it would have been 
illegal for Albania to bar passage with an unnotified minefield. 

In the theory of appeal to the Security Council, it was the task 
of the Albanian representative to refute the charge brought and 
the duty of the members of the Council to consider the case in a 
judicial spirit‘, But the speeches of the Albanian representative 
and of Mr Gromyko, who supported him, were marked by the 
most fantastic irrelevancy; hardly any attention was given to the 
evidence and every aspect of British policy towards Albania over 
the last three years was brought under review. The familiar 
line-up in the Council was at once manifest. It was clear that 
the Soviet Union regarded the case simply as a move in Balkan 
power politics, and was determined that Soviet prestige and influ- 
ence in the Balkans should not suffer from failure to protect a 
Communist-controlled Government in trouble with a Western 
Power. 

There was a peculiar irony in Mr Gromyko’s argument that 
the case should never have been brought before the Security 
Council because the incident did not threaten peace. The inci- 
dent -has not threatened peace and security precisely Eecause 
Britain has used the procedure of appeal to an international 
authority instead of that of ultimatum and naval bombardment 
which in other days would have been the natural consequence of 
such an incident. But it is possible on very different grounds to 
question the wisdom of Britain’s appeal to the Security Council. 
Could not this case have been brought before the Court of Inter- 
national Justice? If this is not a strictly “justiciable” issue, it is 
hard to see what is. By bringing it before the Security C+ .tcil, 
which is a political body, the advantage of a purely legal procedure 
has been lost. :; 


* * * 


Argentina Blows Cold 


The Soviet-Argentine economic flirtation seems to have 

ended. The Soviet trade mission to Buenos Aires, after a year’s 
work, has had little success and its leader left for Moscow last 
week. The chances of success were never great ; the motives for 
its arrival were primarily political, and its commercial activities 
smacked strongly of sharp practice. 
_At first General Perén’s attitude, on the morrow of his elec- 
tion, seemed to favour both the mission’s political and its com- 
mercial aspirations. The Soviet delegates responded with the 
rosiest visions of great trade between the two countries. Thou- 
sands of lorries and tractors (apparently Lend-Lease equipment), 
farm machinery and aero-engines would be sent to this new 
“champion of the workers.” A factory would be built in Argen- 
tina to produce the “ Molotov” car more cheaply than any other 
could be sold there. Bids made by other countries were overbid, 
and their bargaining points out-bargained. The Combined Food 
Board was embarrassed in its relief programme. Argentine ex- 
porters were encouraged to disregard their contracts with other 
countries. All this was gratifying to Argentina, which wished to 
exploit its position as a supplier of essential and scarce raw 
materials. But there was still no sign of the “unlimited possi- 
bilities” of Russo-Argentine trade being realised. A shipload 
of newsprint came from Finland, some coal from Poland and 
from Russia some caviare for the General. 

Meanwhile relations between Argentina, the United States and 
Britain improved. The real goods and regular markets they could 
offer became increasingly attractive. The Soviet mission, having 
served its purpose of strengthening Perén’s hand, was ignored. 
The political mission, however, remains. Perén’s materialistic 
demagogy provides little margin for its activity inside the country, 
and the present good neighbourly relations between Argentina and 
the United States limit its influence on foreign policy. But its 
mere presence remains important. 


* * * 
Regionalism in Africa 


Within the last ten days amended proposals for the closer 
organisation of the East African dependent territories of Kenya, 
Tanganyika and Uganda have been published and the second 
meeting of the West African Council has taken place. Both 
represent, in different degrees, an effort for closer collaboration 
among the African colonies. 

The first flush of enthusiasm for regional organisations in the 
colonies has now passed. The advantages of close collaboration 
between colonies which are territorial neighbours (as in East 
Africa) or have common strategic or supply problems (as in West 
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Africa) were much more apparent during the war. Old rivalries 
and suspicions are re-asserting themselves, and many people in 
the colonies see less reason to-day for co-operation in running 
common services and for consultation on matters of common 
interest now that their security is no longer threatened. 

Since the visit of the Secretary of State to East Africa amend- 
ments to the East African scheme have been made as the result 
of strong local criticism. The idea of a High Commission and a 
central assembly with control over certain inter-territorial services 
has been preserved, but alterations in the method of representa- 
tion on the central assembly have been made, and it is suggested 
that the whole scheme should have a trial run for four years. 
The ball has now been passed to the local Legislative Councils. 
Local opinion is being fully consulted before any constitutional 
changes are made. 

The two-days’ meeting of the West African Council, which 
consists of the Governors of Nigeria, the Gold Coast, Sierra 
Leone and Gambia, has been presided over by the Parliamentary 
Under-Secretary of State. Civil aviation, meteorological services, 
higher education and common legislation covering such subjects 
as customs duties and income tax have been discussed. But there 
seems little indication of the West African Council fulfilling a 
forceful réle in its present form, since it can be driven but little 
faster and further than its individual members wish to go. 

Vigorous regional organisations can be built up only gradually 
as legislative councils grow in experience and develop a sense 
of responsibility. Administrative efficiency may call for a more 
rapid rate of progress towards inter-colonial federation, but it 
would be wrong to push it along faster than local opinion is pre- 
pared to make it work. 


* * * 


Houses in January 


As might have been expected, there was a sharp fall in the 
number of houses finished during the month of January. As 
the weather during the whole of February was worse still, a 
very serious hold-up in the building programme will certainly 
emerge when the February figures are published next month. 
Building work is always very susceptible to weather changes, 
and the direct results of the freeze-up will be generally expected. 
What is not yet known is the effect of the coal crisis on the 
output of building components, and delays in building may con- 
tinue for months owing to shortage of bricks, tiles and all the 
other necessary materials and equipment which should have 
been produced during the past weeks. The margin was already 
so slender that delays in deliveries will be very serious. 





18 Houses in thousands 


” HOUSES 
* COMPLETED 


Houses in thousands 


HOUSES UNDER 
CONSTRUCTION 


2 - PERMANENT 
HOUSES 


ieee 


? 
. 
6 
e PERMANENT HOUSES 
s 
2 
’ 


TEMPORARY °-, 
HOUSES 


*e 
eoee 





° -_ 
dune July Avg, Sopt. Ort. Nov. Dec. Jan. Feb. shar, hari May June June July fp Sect Oct. Nov. Dec. Jan. Feb. tan Agril May Sone 





Detailed figures are given in the Records and Statistics Supple- 
ment. The completion of permanent houses built by local authori- 
ties fell from 5,464 in December to 4,517 in January; houses 
completed by private enterprise fell from 3,536 to 3,434 between 
these two months. The fall in the number of temporary houses 
completed during the month was much more striking ; only 4,764 
temporary houses were completed in January compared with 
12,171 in December. Some fall was expected owing to the ending 
of the temporary house programme, but not as sharp a one as this. 

The effects of the weather were also felt on other housing 
work, particularly conversions and war-damage repairs. During the 
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month only 19,000 families were rehoused compared with 29,000 
in December. So far 344,487 families have been rehoused since 
March 31, 1945—a total which looks considerably better than 
the total of 164,032 entirely new houses which have been built 
in the same period. 


* * * 


Seamen’s New Deal 


One of the most far-reaching and comprehensive industrial 
agreements ever made has been settled by the representatives of 
seafarers and shipowners on the National Maritime Board. After 
nearly 18 months’ hard work, protracted by the incidence of the 
ILO Maritime Conference, agreement has been reached, without 
resource to any arbitration or Governmental assistance, with effect 
from April 1st, the date on which the wartime Merchant Navy 
Reserve Pool ceases to operate. 

The agreement constitutes a genuine new deal for a 
body of men whose conditions of work and pay, compared 
with the importance of their services, used to present nearly 
as lamentable a picture as those of the miners. Increases 
in monthly rates, new provisions for holidays and for leave in lieu 
of Sundays spent at sea, merely consolidate wartime gains. The 
real novelty lies in the security of tenure given by the two-years 
contract which puts any seaman covered by the Board’s authority 
“on the strength” either of an individual hne or of the shipping 
industry itself, together with the provision of “efficient service 
pay” which, with its annual increments, gives an incentive to 
steady service. The gap in the National Health Insurance pro- 
visions which, up to the introduction of special wartime legislation, 
penalised any sailor unlucky enough to suffer sickness or injury 
abroad, has now been permanently closed. The establishment of 
the new grade of “engineer assistant”—ranking higher than a 
petty officer—circumvents the bulkhead blocking the engine room 
staff's promotion, while the setting up of wages scales for cadets 
and apprentices should encourage newcomers. All these improve- 
ments are expensive, but the expenditure is likely to prove a good 
investment for British shipping. 

The improvement of “conditions” in the physical sense must 
wait on the building of new ships ; on sea as on land, war has put 
the slum-clearance programme heavily in arrears. But union circles 
are confident that the heavy drain of men from the service which 
followed the ending of wartime compulsion will be satisfactorily 
halted by the new seamen’s charter. 


Letters to 


The Case for Deflation 


S1r,—While there appears to be a growing body of opinion that 
an indefinite continuation of the present excess of purchasing 
power over the supply of goods is undesirable, there is some 
confusion over the means by which purchasing power can be 
deflated. 

The inadequacy of present supplies of consumer goods is largely 
due to the necessary diversion of a large part of our limited re- 
sources to the construction and reconstruction of capital assets. 
The amount of annual net investment required for this is certainly 
over £1,000 million, and probably over £1,500 million. This 
means that the country is committed to saving 4. least twice 
as large a proportion of the national income as in 1938, whereas 
the proportion that individuals would save voluntarily is prob- 
ably smaller than before the war. 

The equating of the supply of savings with the demand for 
investment goods could be carried out in several ways: 

(1) By open inflation, with prices rising faster than money 
incomes. 

(2) By a quite improbable increase in the rate of voluntary 
savings. 

(3) By an indefinite continuation of the present system of 
controlled inflation, under which people are prevented, by a 
system of price controls and rationing, from spending as much 
of their incomes as they would like. One great disadvantage 
of this system is that, with the government’s present limited 
powers, it is difficult to direct resources into the uses where 
they are most needed, and to prevent their diversion into uses 
outside the scope of the present system of controls. If this 
system is continued, therefore, some extension of the field over 
which government power is exercised will probably become 
essential. 
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Shorter Notes 


Contrary to some reports which had forecast the retention of 
summer time throughout next winter, the new Summer Time Bil] 
was not amended in the House of Lords. Summer time wil] 
consequently come into force on Sunday, and end on November 
2nd, with a period of double summer time from April 13th to 
August roth. In subsequent years, the period and the amount of 
summer time will be decreed by Order-in-Council. In moving 
the second reading of the Bill, the Home Secretary said that the 
amount of fuel saved would be negligible—about 150,000 tons— 
but that the measure would enable a mire effective use to be 
made of the fuel available through the staggering of working 
hours. 

*x 


For the first time it has been found possible to plan coal exports 
from the Ruhr three months ahead. Exports will be increased by 
§0,000 tons in April and by 200,000 tons in May. This will be 
particularly welcome to the French, who will appreciate quick 
fulfilment of Mr Attlee’s promise to M. Blum that the cuts in their 
allocation of German coal made four months ago should be restored 
as soon as possible. For the first quarter of this year they are to 
receive 362,000 tons, for the second quarter 500,000 tons. This 
means further progress towards reducing the present French 
deficit of 300,000 tons a month. 


* 


So far, of the 20,000 men recorded as deserters from the armed 
forces, only 842 have responded to the Minister of Defence’s 
announcement towards the end of January that voluntary sur- 
render would be taken into account when sentence was passed and 
that family allowances would. be payable from the: time of sur- 
render. Possibly many deserters have been hanging back in th: 
hope that more favourable inducements. would be offered. This 
hope has now been dispelled by the Ministry, which also con- 
firms March 31st as the date after which those surrendering 
cannot expect to receive the present inducements. But the fact 
that so many deserters are still at large shows more than anything 
else how little they fear being caught and how inefficient the 
system of tracing them must be. If anything more were needed 
to emphasise the ineffectiveness of the identity card, this surely 
is it. 


the Editor 


(4) By a restoration of the price system by means of a 
monetary deflation and rise in interest rates, This, if carried 
far enough, would bring demand into equilibrium with supply 
by enforcing a reduction in the rate of investment, especially 
in durable assets, and thereby slowing down the rate of re- 
placement of assets lost in the war. It would also probably 
cause a financial crisis and severe, if temporary, unemployment. 

(5) A preferable form of deflation would be the deflation 
of money incomes by high direct taxes coupled with a reduc- 
tion in government expenditure. The resulting budger surplus 
would bring the national rate of saving into accordance both 
with investment plans and with the present artificially low rate 
of interest. 

(6) High direct taxation, at least on its present basis, has an 
adverse effect on the incentive to produce. It would be better 
to achieve the necessary budget surplus by means of a rise 
in prices paid by consumers without a corresponding rise in 
prices paid to producers. This would bring the money value 
of the available flow of goods and services into balance with 
money incomes. It could be achieved: 

(a) By a decrease in subsidies. 

(b) By an increase in purchase tax on those non-essentials 
of which the supply is insufficient to meet the demand at 
existing prices. When supplies of such goods begin to be 
freely available for immediate cylivery, it will be a sign that 
taxation is high enough ; when unsold stocks begin to accu- 
mulate, it will be time to consider tax reduction. . 

(c) If the proportion of resources now employed on the 
production of some non-essential is regarded as excessive, 
the industries concerned could be compe'led to release re- 
sources by penal rates of purchase tax. 

(d) Where it is technically difficult to levy purchase tax 
on the products of over-expanded industries, it might be 
possible to obtain the same results by taxing the resources 
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employed—e.g., by taxing them a given proportion of their 
wage bills. 

If by a combination of the foregoing expedients it were possible 
to achieve a substantial budget surplus, it would become practic- 
able to carry out a considerable relaxation of the controls without 
either a rise in interest rates or a risk of inflation —Yours faith- 
fully, F. W. Palsu 

London School of. Economics, London, W.C.2 


S1R,—You have described the inflationary menace of the present 
time as “ seven billions of incomes that press upon six billions of 
goods.” May I suggest that the source of the trouble is not 
an excess of incomes over production, but the reinforcement of 
incomes by a disproportionately lange stock of money and bank 
credit ready for spending at a time when long arrears of spending 
have become a matter of urgency. 

Incomes are generated by production, and the total of incomes 
is equal to the total of output of goods, services and capital out- 
lay. So long as consumers do not spend more than their incomes, 
demand just disposes of output, and there is no inflationary effect. 
It is when they draw on reserves of money, and spend more, that 
stocks of goods are depleted ; orders given to producers who are 
working to capacity cannot be met without delay, and prices 
threaten to rise. When prices rise, incomes and output reckoned 
in money units rise with them. 

Controls are being relied on to prevent prices from being raised 
—prices charged by retailers to consumers, prices charged by 
producers to wholesalers and retailers. In your article printed 
in the Financial Times of February 28th you pointed out that 
the elimination of the threat of inflation might get rid of a great 
part of the controls, and you now suggest in your article on 
“Expedients and Policies” (March 8th, p. 314) that what is 
needed is heavier taxation. 

_The extinction of spending power feom the proceeds of taxa- 
tion is indeed an important anti-inflationary instrument. But 
how long is it going to take to extinguish the excess of spending 
power? The excess is a matter of thousands of millions. Taxa- 
tion at the present time is of almost unendurable severity. Could 
a surplus of £500,000,000 possibly be squeezed out? Even if it 

can, are we to rely on the precarious defence of controls for, say, 
five years against a danger which is now immediate and imminent? 
_ It was with such considerations in mind that I have felt moved 
in recent years to urge resort to a forced loan assessed on holdings 
of currency and bank credit, such as has been applied in Belgium 
and some other countries since the end of the war.—Yours faith- 
fully, R. G. Hawtrey 

29 Argyll Road, London, W. 8 


[The danger, which Mr Hawtrey sees, of an attempt by the public 
to spend the hoards of currency and credit they have accumulated 
from their past Savings is a real one, though at present still con- 
tingent. What is very actual is that the total of personal money 
incomes greatly exceeds the supply of goods, because the State is 
running a vast deficit. This discrepancy is not too large to be 
removed by policy. Incidentally, we did not advocate heavier taxa- 
tion on balance, but a deferment of any cuts.—EpITOR.] 


Books and 


The Middle West Comes of Age 


“ — at Noon,’’ Graham Hutton. Harrap, London, 1946, 
Ss. 


THE best thing about Mr Hutton’s book is that it has at last been 
written. It was long overdue. It is a singular fact that the 
Middle West is in many ways a darker and more unexplored con- 
tinent than Africa. The states which make-up the Middle West 
contain more than 40 million Americans ; yet because they are 
lost in the anonymity of a great union, they are known most 
vividly through the distinguished American novelists who re- 
acted from the vogue for literary expatriation. These are the 
writers who have created the general ideas which the term Middle 
West summons up to the mind; but between that extreme and 
the other, represented by the famous survey “ Middletown,” there 
is very little outside the history text-books. 

To his task Mr Hutton brings immense reserves of enthusiasm, 
sympathy, insight and knowledge. He is as knowledgeable and as 
interested in the diverse streams of immigrants which settled the 
Middle West as he is in current relations between the sexes ; in 
the cult of the average and standardisation of life as he is in the 
industrialisation of the region; in the impact of international 
forces on the inherent “insulation” of the Mid-West as he is in 


Expedients and Policies 


S1r,—In the article “ Expedients and Policies ” dated March 8th 
you speak of the need for “adjusting the incidence of taxation in 
such a way as to reduce its deterrent effect ” on production as far 
as possible. Might I suggest that a method of carrying out such 
a policy would be for each unit of production to fix a weekly 
target and to pay a bonus for all output over and above the target 
figure. The following conditions would have to be observed :— 

(1) The target must be fixed after joint consultation between 
management and workers, and would have to bear some relation- 
ship to output over previous weeks. In fact, the average of the 
past few weeks might well be accepted as a suitable target. 

(2) The bonuses must be graduated so that the larger the in- 
crease of production the higher the rate of bonus. 

(3) The bonus should be exempt from PAYE so that the worker 
in making an increased effort should not feel that he is being 
“ penalised” in any way. The Revenue would not be the loser 
by this proposal, as in order to qualify for the bonus the worker 
would earn more wages and thus pay more income tax. He would, 
however, feel that he was being offered a special incentive for his 
increased production which would have, I believe, a profound 
psychological effect. 

This suggestion would have the result of gearing increased pro- 
duction to increased wage earnings in a rough-and-ready sort of 
way, and I know of no reason why it should not be made generally 
applicable to industry. The Treasury would surely not oppose it 
if it could be proved that as a result of its introduction we should 
get the increased production on which our economic survival now 
depends.—Yours faithfully, C. A. LipBury 

19 Buckingham Street, Adelphi, London, W.C.2 


Design in Industry 


Sirn—Mr Gordon Russell’s interesting point that “design, 
like peace, is indivisible,’ was strikingly illustrated during the 
war when all the American technical military equipment with 
which I came into contact was invariably of much neater appear- 
ance and layout than the corresponding British product—though 
both were designed, often experimentally, under conditions of 
extreme urgency. The American designer evidently regards 
neatness of appearance as an integral part of his product’s utility. 

The opposite outlook, which is currently doing us so much 
damage, is nowhere more apparent than in the British motor 
industry. Egged on by the unctuous trade journals and by 
mechanically-minded diehards, the motor industry, with only 
two exceptions I can think of, is busily exporting cars 
hardly distinguishable in style from 1938 American 
models. Inevitably our manufacturers will eventually follow the 
American trend, because it happens to be also supported by 
practical considerations, but meanwhile all the out-moded pro- 
tuberances that disfigure our car bodies are passionately defended 
on grounds quite different from those which historically 
occasioned them.—Yours faithfully, H. A. FIELDHOUSE 

33 Whitehall Lodge, Pages Lane, Muswell Hill, N.1o 


Publications 


the physical surroundings which helped to create it. To almost 
every subject he brings illumination and information—as when 
he compares the Middle Western lag in amenities with the con- 
scious sacrifice of consumption goods in Russia under the five- 
year plan. In the Middle West it was unconscious—but the 
effect of sacrificing the improvement of social conditions to capital 
formation has been the same. Mr Hutton has also a remarkable 
gift for making the reader see the prairies and feel the violence 
of the alternations between the hard, bitter winters and the baking, 
relentless summer heat ; he has a very acute eye for what it is in 
landscape and architecture that is peculiarly Mid-Western. Most 
of all, he is fascinated by the fact that the Middle West is still in 
a process of becoming. Nothing has jelled; the greatest ques- 
tions are still there to be answered. 

The spreading industrialism of the Mid-West is gradually amal- 
gamating with the industrial West. Inevitably, as_ sectional 
barriers break down, a greater uniformity of life among these 
nineteen states will result. Will they abandon or retain the 
faith in the individual which is the most characteristically Middle 
Western approach to life? What will happen to the party lines 
now that big business no longer holds the reins and labour unions 
are an accepted part of the civilisation? It is Mr Hutton’s con- 
tention that the Middle West, despite all the very natural tempta- 
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tions to remain aloof from international affairs, is no more isola- 
tionist than any other part of the country, less so, indeed, than the 
Great Plains or the Far West ; and that it has moved more rapidly 
in the direction of international collaboration than any other 
region—perhaps, though Mr Hutton does not say so, because it 
had further to go. The conversion of Senator Vandenberg -is a 
heartening symbol of this process. 

But despite the revolutionary changes of the past fifty years, the 
people of the Middle West are still on the move ; as Mr Hutton 
very well says: 

Their great energies are as yet divided, as their minds and 
loyalties are confused. In this confusion they are not singular. 
They are singular only in the wealth of assets with which they can 
solve their problems. 

The book blows away a lot of the hoary legends that have 
grown up about the Middle West: that it is uncultured, agricul- 
tural, backward, xenophobic. In fact, it is rapidly losing its iden- 
tity as a region. In years to come Mr Hutton’s book may be as 
valuable as the surveys of British architecture undertaken before 
the blitz. 

“ Midwest at Noon ” has many virtues, but it would be idle to 
peetend that it is suited to be a reference book. It is a heady 
stream of sociology, politics. geography, personal reminiscence, 
description, history, analysis. A more rigorous discipline would 
not have been amiss. But if one has the time and patience to 
master its massive chapters there are very few phases of Middle 
Western, and American, life on which Mr Hutton is not both 
illuminating and stimulating. 


Industrial Capital in India, 1938-9 


‘‘ Industrial Capital in India, 1938-9.’’ 
H. M. Trivedi. 
91 pages. Rs. 5. 


By M. V. Divatia and 
N.M. Tripathi Limited, Bombay, 1947. 


THE authors of this careful and ingenious statistical estimate have 
made an admirable attempt to provide a measure of the “ real ” 
fixed and working capital employed in factories using power and 
. employing 20 or more workers, for India as a whole, in the year 
1938-9. Incidentally they demonstrate how, by the use of indirect 
methods of estimation and the application of data supplied in 
other countries, and for India in allied fields, more meaning can 
be wrung from the existing but all too scanty Indian statistical 
material. 

The first three chapters explain clearly the objects and methods 
of the inquiry, and give in a series of tables the estimates made 
for the four main groups of industries. Chapters IV and V discuss 
in more detail the salient features of the estimates for particular 
industries, and groups of industries, and the extent and efficacy 
of the checks and modifications adopted to test and increase the 
accuracy of the results attained. Throughout the work great 
ingenuity has been shown in devising checks of accuracy, especially 
by applying, wherever possible, several methods of estimation to 
the same industry. It is remarkable what close agreement has 
been achieved between the results attained by different methods. 
Chapter VI discusses uses to which these estimates might be put. 

The final estimate itself—i.e. Rs. 675 crores, + 6 per cent, in 
1938-9—fills an important gap in our knowledge ; whilst the con- 
struction and structure of this total figure provides information 
which might be used to help to assess (a) the nature of the existing 
structure of industry and territorial distribution of industrial 
capital in India ; (b) the efficiency of existing industrial firms ; 
(c) the extent of the wartime accumulated demand for replacement 
of capital equipment; and (d) the capital requirements for the 
fulfilment of particular industrial plans or targets. Above all, the 
inquiry shows how substance and concrete content might be given 
to the vague aspirations and ideal targets represented by the ever- 
growing number of economic plans for India. 


Public Investment Survey 


“Public Investment and Full Employment.’’ 
Labour Office. P.S. King. 347 pages. 10s. 


Tuis study, the third in the ILO’s new series of Studies and 
Reports, provides an authoritative account of the public invest- 
ment policies followed by a number and an analysis of the 
theoretical and practical problems arising out of them.,, (The term 
“public investment” is preferred to that of the old “ public 
works.” The survey begins with an historical and theoretical study 
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of the unemployment problem and of the relations, past and 
present, of public investment and unemployment policy. The 
next section deals with the principles of counter-cyclical financing 
as applied both by central and by local governments ; the next with 
the technical, legal and administrative aspects of the matter. The 
fourth section, entitled The Lesson of the Thirties, adopts the 
historical approach, studying in some detail the policies actually 
followed during-the Great Depression by the United States, the 
United Kingdom, Canada, Australia, New Zealand and Sweden. 
The final section looks forward to make a similar survey of the 
post-war employment problems confronting a number of nations— 
Australia, Belgium, Canada, Sweden, Switzerland, the United 
Kingdom, the United States and a group (including India and 
‘Latin America) labelled “capital scarcity countries ”—and of the 
policies which they appear likely to follow. A final chapter sum- 
marises the whole and sets out the agreed recommendations of 
the ILO’s International Development Committee ; and forty 
pages of appendices—texts of resolutions, statistical tables, charts 
and definitions—complete this encyclopedic work. 


As a source book and work of reference it maintains the high 
standard of previous ILO publications. As a book designed for 
consecutive reading, as against consultation, it suffers like its 
predecessors from the unwieldiness which is inevitable when 
matter for at least three volumes is compressed into one. Could 
not the ILO take to publishing its Studies in sub-series, split 
into volumes of ordinary length? These would stand a better 
chance of being read by the ordinary citizen, and thus contribute 
more widely to that growth of informed public opinion the foster- 
ing of which is one of their purposes. 


America’s National Wealth 


“National Product since 1869.’ Simon Kuznets. National 
Bureau for Economic Research, New York. 239 pages. 
$3.00. 


PROFESSOR KuzNETS’Ss latest report, adds impressively to the edifice 
of his past work on the American national income and its com- 
ponents. Like its predecessors, it, consists almost entirely of tables, 


From The Economist of 1847 


March 13, 1847 


We have [in the United States] quite a variety of tem- 
perance societies, some of which combine benefits in cases 
of sickness and death, with total abstinence. There are 
Sons of Temperance, Daughters of Temperance, Temples 
of Honour, Washingtonians, and a host of others; and 
last, though not least, the coloured people are coming to the 
rescue, and are forming societies, with the agreeable appella- 
tion of Brothers of the Fountain. One of the leading 
physicians of this city . last week had a brilliant 
evening party of 250 individuals, at which neither wine 
nor any alcoholic liquors ‘were used. 

It is estimated that not fewer than 800,000 persons in the 
United States have joined and belong to temperance societies, 
and a great number besides abstain from intoxicating drinks 
who do not belong to any society. Out of this immense 
army of water drinkers there are probably 100,000 persons 
who, previous to their reformation, did not obtain a suit 
of new clothes once in three years, and whose families 
were equally ill clad, but who now get one or two suits 
a year ... . and whose wives and children have likewise 
experienced the same advantages and improvement in their 
comforts and appearances. It is not an unfair calculation 
to say that 4,000,000 dollars a year are now spent in 
clothing which formerly went into the pockets of distillers, 
brewers, tavern keepers, and conductors of dram-shops .... 


* 


A correspondent sends us the following simple mode of 
testing the purity of sulphate of ammonia, as at this season 
large quantities of this highly-fertilising manure is used, 
and which is sold adulterated to the extent of 30, 50, and 
even 70 per cent. 

Heat a shovel or any plate of iron to redness, and place 
upon-it.a portion of the salt of ammonia: if the salt be 
pure the whole will go into-vapour; if adulterated, the 
impurity will remain on the plate of iron. 
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whose interpretation is left to the reader, the text consisting of 
technical elucidations of the statistical methods and sources used. 
To summarise its findings is of course impossible ; the book has 
no thesis, but is purely a work of reference for statisticians, 
economists and historians. One or two significant points are, 
however, worth indicating even in a brief review. Thus several 
tables indicate the greatest rise in the national income, both as a 
total and per head, during the decades 1869-1888, with a severe 
slowing down as the twentieth century is reached and, of course, 
an actual reversal during the 1930’s ; others evaluate the upward 
trend of productivity, which turns out to be about 13 per cent 
per annum on the upward slope of the trade cycle. 


The components of the national output—perishabie, semi- 
durable and durable consumer goods, net capital construction and 
consumption, and claims against foreign countries—are separately 
analysed. Other tables deal with land values and service expendi- 
tures ; analyse consumers’ spending as disclosed in a series of 
departmental inquiries ; and summarise war expenditure. Not 
all of these tables are, of course, equally solidly based ; some rest 
on assumptions (regarding continuity of conditions, similarity in 
spending habits, etc.) which the author admits may not be justified, 
others on regrettably small samples. The reader is most scrupu- 
lously warned against these shortcomings, both in the text and 
in the Direstor’s foreword. The general reader is, in fact, warned 
off altogether. 


The striking thing is, however, not that the evidence is occa- 
sionally inadequate or that statiss‘cal series covering the same 
period should differ, but that that evidence and those series should 
be available at all on anything like the necessary scale. Working 
in this country, Professor Kuznets would have found himself 
paralysed from the start. The raw materials for his massive 
compilations—particularly this one, with its range of nearly sixty 
years—are simply not available. It is one of the minor mysteries 
of national tradition and temperament that the Americans, with 
their deep-rooted dislike of controls and their comparatively make- 
shift Civil Service, should for many decades past have been willing 
to spend time, trouble and money on the collection and tabulation 
of economic facts and figures on a scale which not even a Labour 
Government bent on planning has seen fit to demand. 
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Communist China 
“Report from Red China.’’ Harrison Forman, Robert Hale. 
London, 1946, vii. + 247 pages. 15s. 
Mr Forman is an American journalist who paid a six months’ 
visit to the Communist-dominated areas of North China during 
the autumn of 1944. His experiences were of the now rather 
stereotyped pattern, he had lengthy interviews with Chinese 
Communist leaders, and his hosts took him on a conducted expedi- 
tion. He describes what he saw in a vivid and interesting fashion, 
and the careful and discriminating reader of his book will glean 
a good deal of useful information about conditions in the Com- 
munist areas and the political objectives of the Communist Party. 

But while Mr Forman was always on the alert for any stage 
management or propagandist reports when he was dealing with 
Officials of the Chinese National Government, his critical faculties 
seem to have deserted him as soon as he made contact with the 
Communists. In consequence, most of his chapters are simply 
reproductions of Communist stories about labour heroes and daunt- 
less guerrillas. Mr Forman repeats the most far-fetched yarns 
with a faith and naiveté which make extremely amusing read- 
ing. He accepts Communist “ statistics” without question, such 
as the 92,000 battles which they asserted they had fought during 
the seven years 1937-44, an average of over 30 “battles” a day. 
The relations between the Communist armies and the peasantry 
are presented as one long love feast. 

There is an element of light comedy, apparently unsuspected by 
either the author or his informants, which pervades this work. 
The battalion of colonels and majors who were being drilled as 
privates, the cave “university” at Yenan, where the married 
students are forbidden by the regulations to cohabit except on 
Saturday nights, and the exchange of gifts on festival days between 
the Japanese garrisons and their Communist foes are examples in 
point. Perhaps the best of all is the portrayal by Japanese Com- 
munists of the “tortures and iniquities” inflicted on new recruits 
to the Japanese Army ; these included being made to crawl under 
a bed and imitate a cuckoo. Has Mr Forman never heard of 
ragging freshmen in an American university? 


AMERICAN SURVEY 





Mr Truman’s Recovery 


(From Our US 


[* the months of 1945 after Mr Truman became President his 
popularity in the country was very great and commenda- 
tion widespread. By the latter part of 1946 the condition was 
reversed: less than one third of the voters approved the way 
he was handling his job as President, according to a sample poll, 
and his party went down to resounding defeat, losing control of 
both the House and the Senate. Now in early 1947 another 
reversal is under way. His popularity has risen far (though it 
is well under the 1945 high) and is still rising ; the opposition 
is on the defensive and not a little confused. 

These shifts are interesting evidence of the continued mer- 
curial nature of American politics and public opinion. But there 
is a still more interesting and significant aspect: the domestic 
prestige and authority of the executive have been much, if not 
fully, restored. The government is on a far better domestic 
base to face the Moscow conference and the world crisis than 
a few weeks or months ago. 

How this alteration has come about is not altogether clear, 
though evidently many developments have contributed. 

The ineptness which the Republicans have so far exhibited 
is clearly one of these. Billed last autumn as something like 
Superman come to save the country from a disintegrated 
administration, they simply have not performed that réle. On 
the stage they have exhibited only disorganisation and have sub- 
jected their supporters to disappointment after disappointment. 

Probably the most outstanding disillusionment has been their 
position on the budget and taxes. Having confidently promised 
in the election camvaief? vast reductions in expenditure, taxes 


Editorial Staff) 


and debts, they have thus far seemed to be at a loss to know 
how to deal with the $37.5 billion budget the President pre- 
sented to Congress. The tax cuts have not come and on March 
15th, as the taxpayers sent in their cheques, they still seemed 
far away. 

The position many Republicans took in the reciprocal trade 
discussions have been no less than shocking to many of the 
voters ; and although the party itself has yet no official posi- 
tion, so outstanding a member as Senator Vandenberg has 
seemed to threaten to espouse restrictionism when the Act is 
subjected to Congress next year. The House Republican leader- 
ship is clearly at odds with that of the Senate, and this week it 
has been revealed that the Republican Senators newly elected 
last autumn are in revolt against the autocratic procedure of 
the Senate Republican leadership and are resentful of being 
treated as “ little boys.” In short, after some two months, the 
Republicans have yet to score on any point. 

But the Truman recovery by no means wholly results from 
the greater ineptitude of the opposition: it has certainly been 
aided by a substantial list of solid accomplishments. Beginning, 
perhaps, with the spate of annual messages, which gain in impres- 
siveness with the passage of time, the record has been rapidly 
extended. The appointment of General Marshall as Secretary 
of State was viewed as extraordinarily good at the time, and 
lustre has been added to it since. The appointment of Mr 
Lewis W. Douglas as ambassador to the United Kingdom 
has brought almost universal acclaim ; Mr Douglas is properiy 
regarded as one of the most able, hardest working and fairest 
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of public figures and his competence has been demonstrated in 
private, public and international capacities. The Hoover mission 


to study and to report on Europe so as to assure objectivity and. 


bolster the bipartisan conduct of foreign affairs has been very 
well received. The rescue of the International Bank from the 
condition of serious deterioration which had followed Mr 
Meyer's resignation has been felicitous The team of Mr 
McCloy as President, Mr Black as the American executive 
director, and Mr Garner as Vice President has almost instantly 
restored confidence in the institution in all quarters except the 
extreme left, and the addition of Mr Graham Towers, Gov- 
ernor of the Bank of Canada, as that nation’s executive director 
further increases confidence. 

But it is not the quality of these major appointments alone, 
important as they are, that is the full story. The President has 
fully and gracefully accepted the clearly expressed wish of the 
electorate to dismantle government controis, even though he 
has obvious reservations, and the Price Office Administrator, the 
most unpopular of the lot, is going fast. Mr Truman’s accept- 
ance is contrasted with President Wilson’s attitude in a similar 
situation, The public also was clearly annoyed with organized 
labour. Mr Truman found Mr Lewis and his United Mine 
Workers out on a limb and skilfully sawed it off: the govern- 
ment’s sweeping victory in the Supreme Court has benefited 
the President’s prestige. The Presidential conferences with the 
press, which earlier had brought unhappy results, have taken 
a wholly different and far better tone. And the impression 
grows that the government is much clearer—and wiser—about 
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foreign policy. Thus, while the Republicans have failed to score, 
Mr Truman has done so repeatedly. 


Whether this rather chance collection of developments ‘js 
purely fortuitous and perhaps implies little for the future, 
time alone can reveal. Mr ruman’s record of earlier months 
causes not a little scepticism about whether he has c 
basically or is paving a run of luck—though even the sceptics 
are willing to hope. Futhermore, major problems are upon. the 
President, or looming, to subject him to rigorous tests, The 
Moscow Conference is one. Greece, and all the related matters 
which the new phase of world crisis presents to America, ate 
another. Domestically, the problem of work stoppages and 
labour legislation is not solved; the present quiescence is gener- 
ally viewed as precarious. And the new violent upsurge of 
commodity prices, reported more fully in an eat 
Note, threatens not only labour, but other forms of equilibrium, 

The Republican showing so far likewise is not to be taken as 
final. A two-month period is by no means conclusive, and does 
not make a summer. Their poor and slow start does not yet 
determine the history of this Congress—nor of the Presidential 
race next year, in which they are still given the odds. Bur 
regardless of the many ifs which the future always presents, the 
major restoration of the executive’s prestige for the present 
state of affairs is certainly fortunate. One big if does not have 
to be faced: what would have happened had the British crisis 
and the Moscow Conference occurred at last year’s low point 
of the executive’s esteem? 


The Vandenberg Tariff 


| terms of foreign policy, the “ Vandenberg line ” has for 
some time provided a clearly-demarcated boundary beyond 
which the Administration cannot venture, unless it is prepared 
to abandon every hope of continuing bi-partisan support. Now, 
under the lead of Senator Vandenberg, the boundary lines are 
being drawn in respect of economic policy, and the result of 
recent negotiations between President Truman and _ the 
Republican Party leaders is the “ modification ” of the reciprocal 
trade agreements programme, confirmed by Executive Order 
in the closing days of February. 


This new phase in tariff policy follows intense pressure within 
the Republican Party for outright repeal of the Trade Agree- 
ments Act—which, in any event, will expire next year unless 
renewed by Congress. The Republican leaders proclaim the 
new agreement as a considerable concession to Democratic 
policy, and Mr Truman has welcomed the “ compromise ” by 
declaring that the provisions of the Executive Order “do not 
deviate from the principles outlined by Mr Cordell Hull, the 
former Secretary of State.” 


It is more than a little difficult, however, to determine the 
nature of the concessions made by the Republican Party. The 
Trade Agreements Act will stand for its present term, and 
with benevolent formality, the party managers declare that 
the Geneva talks next month can go forward without any 
interruption. But the “escape clauses,” which are now part 
and ‘parcel of the trade agreements programme, can’ nullify 
any concessions made by the US delegates at Geneva, or at 
any subsequent conferences. Behind those delegates; with 
their formal power to reduce existing rates by as much as 
s0 per cent, there now stands the Tariff Commission, ready 
to determine “if such concessions threaten serious injury to 
domestic producers,” and a government pledged to invoke the 
claute by which the American producer can secure ‘the with- 
drawal of any. reduction which seems likely to make him meet 
the test of competitive costs. The procedure may be a ‘little 
more enlightened than the earlier log-rolling in Congress by 
each and every pressure group, but the practical’ consequences, 
in a wotld which is crying for a’ revolution, rather than -a 
revision, in US tariff policy, will not be ‘very different. ~~ 


According to manv Revublican spokesmen, the Cordell Hull 


policy of bilateral tariff negotiations left a weak and weaponiess 
United States to struggle against a flood of imports, which 
form a constant menace to the American producer—a view 
which scarcely serves to reinforce Washington’s well-meaning 
reassurances in respect of new procedure. But it is important 
to remember that the Hull policy followed directly from the 
excesses of the Hawley Smoot Act of 1930, and that its success- 
ful development was based, certainly not upon the need for 
fostering imports, but upon the realisation that a Mormon 
apostle and an Oregon lumberjack were not, after all, the 
best available experts for tariff policy. Before the war, the 
corridors of the State Department became something like a 
Wailing Wall for repentant officials, eloquent in their denuncia- 
tion of Congressional procedure, and convinced, not so much 
that Messrs Hawley and Smoot had damaged the interests of 
foreign nations, but that they had ruined the prospect for 
American exporters. 


Since 1934, no drastic changes have taken place in the 
Chinese wall of the American tariff. Mr Hull himself declared 
time and again that export considerations dominated evety 
phase of tariff negotiations. The precise measurement of 
concessions made from 1934 onwards is not an easy task. 
But it would be generous to assume that, over the entire range 
the tariff barrier had been cut by more than one-quarter, 
more than generous to assume that over the range of dutiable 
imports, the ad valorem rate could be assessed at less than 
40 per cent. The ultimate goal of the Hull programme was 
certainly a measure of freer trade within a pattern of uncondi- 
tional most-favoured-nation treatment, and a ban on al! forms 
of discrimination alleged to be harmful. to American enterprise. 
And there was,certainly a retreat from the most vicious forms 
of. log-rolling, and a new barrier against the rising structure 
of tariffs in the depression. years. 

In the bilateral negotiations, however, Mr. Hull. took..the 
greatest care always to work within the .pledge. that tar 
revision would not be allowed to injure domestic industries. 


grades which might bring any substantial benefit to ae 
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partics, and the State Department did not hesitate to employ 
every possible device that could be used to buttress the tariff— 
quantitative regulations, quarantine’ restrictions, health laws, 
etc. Perhaps one of the best examples of Mr Hull’s caution 
was the Anglo-American Trade Agreement of 1938, in which, 
perhaps, something like $100 million of UK goods were con- 
cerned and, in respect of which, the State Department spent 
mouths in the patient reclassification of import groups. In 
those years, the Hull policy no doubt served a useful purpose, 
To-day, a far more revolutionary lead is wanted, and the United 
States Government has met the demand by declaring that 
Mr Hull went too far. 

_ There can, of coufse, be no possible guarantee that some 
imports will not damage American producers, or that some 
American businesses will not suffer as the result of tariff cuts. 
But the extremely small part played by imports in the American 
economy is more than a sufficient answer to such individual 
pleas. The Tarifi Commission itself, in 1945, surveyed almost 
the entire range of imports in an effort to estimate the changes 
that might follow the revision of tariff rates in post-war years. 
The dollar estimates then given are not very valuable indicators 
to-day, since they were based upon an assumption of post-war 
price levels not more than 10-15 per cent higher than in 1939. 
But as an indicator of the respective share of trade between 
home produce and imports (assuming a 75 per cent advance 
in capita income from that year) they offer a useful ready- 
reckoner : — 


PRODUCTION AND IMPORTS 
(Billion Dollars) 


Post-war Post-war 
Duties Duties 
down by up by 


1939 50°, 20% 
‘Jutput for home market ....... 41-2 74-9 76-7 
Imports (foreign value) ........ 2-0 4-4 5:2 
Imports (°%, of home output).... 5:0 5:9 4-2 


The limits of the Hull policy, on the best available evidence, 
would thus represent an increase in the ratio of imports to home 
production of less than one per cent. Can it, therefore, be 
assumed that the Tariff Commission will in fact operate more 
or less in line with the earlier policy of the State Department, 
which, it may be remembered, was also acting in due considera- 
tion of the possible injuries that might be brought by tariff 
cuts? Unfortunately, there is no evidence to support such a 
view. The State Department may have been bound quite 
rigidly by the pressure of interested parties, but once decisions 
were made, it was never subject to the clamour which will 
now greet the Tariff Commission on every occasion that 
domestic trade shows some signs of falling away, on each 
occasion that an individual business finds that it has fallen 
below its sales quota, or upon any day when an American 
producer finds himself at a temporary disadvantage through 
the technological progress of foreign competitors, operating 
well within the limits of “ legitimate ” bidding. 

It has always been recognised in Great Britain that no 
conceivable change in American tariff rates could, by itself, 
bridge the “dollar gap.” But given a bold and imaginative 
policy in Washington, the assistance that might be given by 
tariff changes alone would not be unimportant in a world now 
threatened with a more constant, and more damaging, dollar 
shortage than ever before. Moreover, the revision of tariffs 
forms only one factor in that dollar problem. The authority 
of the US Department of Commerce has underlined the need 
for the United States to: — 

Maintain domestic trade and employment “ at a high and 
reasonably stable level.” 

Make large-scale loans abroad. 

Reduce tariff barriers. 

Stimulate imports by conservation measures, and by 
contra-cyclical stock-piling programmes. 

It must not be forgotten that the groups, which earlier this 
year called for ht repeal of the Trade Agreements Act 
and which seem likely to press their present advantage a year 
hence, were those which, in the main, have also fought against 
every. measure which might tend to stabilise the domestic 





American economy Even those among them who refrain from 
denouncing the World Bank, as yet another drain for American 
dollars, will be among the last to press for practical measures 
designed to correct that dis-equilibrium between foreign lending 
and the balance of payments, which is quite inevitable without 
some Federal direction. They regard stock-piling programmes 
simply as a bonanza bonus for every domestic producer of 
high-cost, uneconomic resources. 

The Vandenberg tariff, when judged by the practical working 
needs of 1947, and when related to the world-wide dominance 
of US manufacturing capacity and industrial power, is no less 
pernicious than any earlier schedule approved by the Congres- 
sional lobbies, and is the worst possible introduction tc the 
Geneva talks next month. President Truman may retain his 
sturdy faith in the leadership of the United States “ for freeing 
world trade,” but if he does so it can only be due to the fact 
that he has not begun to. appreciate the implications of the 
Executive Order. The search for compromise and bipartisan 
agreement quite certainly cannot provide the minimum. re- 
quirements for the restoration of world trade on such a basis 
as this. 


American Notes 


The Debate on Greece 


The United States this week is very conscious of standing at 
an historic crossroads. Ever since the note was received explain- 
ing that Britain could no longer sustain the burden of financial 
aid to Greece, the President has been discussing with the leaders 
of both parties to what extent the United States should step into 
the breach. On Wednesday Mr Truman went in person to request 
from a joint emergency session of Congress (the first since the 
railway strike last spring) a grant of $400 million to bolster up 
the economies of Greece and Turkey, and to propose the sending 
of American personnel to both countries to supervise the spending 
of the money. A loan to Hungary is also being discussed. 
America, Mr Truman said, does not condone everything the Greek 
Government has done or will do, but the very existence of the 
Greek State is threatened by terrorists. The United States. must 
give support to all free peoples resisting outside pressure ; direct 
or indirect aggression undermines peace and thereby the security of 
the United States. It is a pity that the speech had to be so highly 
coloured, but presumably Mr Truman’s advisers felt it was neces- 
sary to touch the anti-Russian spring to secure the support that 
would not have been forthcoming for a measure represented to be 
purely humanitarian. 

In the American press and in Congress, some very big phrases 
ate being used to describe the situation: the emergence of a global 
foreign policy, a fateful decision, an historic turning-point for 
America. Isolationists declare it marks the road to eventual war ; 
the internationalists welcome it as the fulfilment of American 
destiny. On both sides of a debate which cvts across party lines, 
the imagination has been seized by the grandeur of the alterna- 
tives. The United States feels that this is the great decision 
between isolation and involvement. In the dismay and sense 
of shock with which the proposal has been greeted is a measure 
of the degree to which America, up till now, has felt that it was 
not really involved in the affairs of Europe ; that it was still free 
to pull up stakes. 

The proposal to underwrite the governments of two small far- 
off countries as a step in world political strategy would have 
been inconceivable in the United States before the war. But does 
the proposal involve anything very different in practice from what 
the United States has been doing since the war? The truth is 
that the United States has been involved up to the hilt in the 
Middle East, but that until now it has been possible to maintain 
a public pretence of no commitments That the crisis is largely 


“AMERICAN SURVEY’’ is drawn. from. three 
sources. Articles described as “ From Our U S Editorial 
Staff’’ are the work of a small up of regular 


correspondents, resident in the United States. Articles 


with some such attribution as “From An Industrial 
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psychological does not make it any easier for the Administration 
and the internationalists in the Republican party to overcome the 
scruples of the idealists, the prejudices of the isolationists, or 
the cheese-paring of the economy bloc. In any other country, 
however, the build-up which the proposal is receiving in the press 
could only be accorded to a declaration of war. 


* « x 


The Judgment on Lewis 


The Supreme Court, in a 7-to-2 decision, has upheld the 
conviction, on the grounds of contempt, of Mr John L. Lewis 
and the United Mine-Workers. The $10,000 fine on Mr Lewis 
was sustained, but the $3,500,000 fine on the union was reduced 
to $700,000 on condition that the strike call issued in December 
is withdrawn. The Court has thus ruled that nothing in the 
Norris-LaGuardia Act or in the War Disputes Act invalidated 
the injunction secured by the Government. But on this crucial 
issue the Court was sharply divided, Justices Murphy, Jackson, 
Frankfurter and Rutledge dissenting. Justices Murphy and 
Rutledge dissented in toto, Justice Murphy arguing that Congress 
did not intend private labour disputes to be adjudicated by the 
courts. Justices Black and Douglas joined Justice Rutledge in 
condemning the fine as excessive. 


The decision of the Court does not settle the original problem: 
whether the union has the right to terminate the contract it had 
signed with the Government. This is still before the lower Court, 
but the issue has become largely academic, for when the Smith- 
Connally Act expires on June 3oth the Government must return 
the mines to the owners. It is unlikely that Mr Lewis will take 
the risk of callinga strike on March 31st—his previously appointed 
deadline—when by waiting three months the Government con- 
tract will be a dead letter. What Mr Truman has achieved by 
employing the injunction is to postpone a coal strike from Decem- 
ber to July—a not altogether trifling achievement. The naive 
hope that the decision of the Court might modify the demand for 
restrictive labour legislation has now proved illusory. It has 
merely given Congress a further breathing-spell. 


Negotiations for a new coal contract had been suspended until 
the Supreme Court should announce its decision. But there are 
no signs as yet that the owners have agreed on a common front, 
or that they are prepared to accept the health and welfare fund 
which they have refused, in the past, to take over from the 
Government. In this they are supported by growing opposition 
in other industries to the creation of similar funds. 

The unprecedented peace with labour of the past three months 
may be about to dissolve. The hope that declining prices would 
soften labour’s wage demands has been disappointed. The rise 
in the cost of living, particularly in food, and the threatened 
statutory rise in rents, provides an unfavourable situation for the 
negotiations in steel, rubber, telephones and railways. 


x * * 


Soaring Prices Again 


From Our US Editorial Staff—Last autumn, when the pros 
and cons of price decontrol were being hotly debated in the United 
States, Americans were frequently reassured with the prediction 
that, while decontrol would produce a sudden spurt in prices 
reflecting long-delayed readjustments, the economics of abundance 
would soon assert itself and exert downward pressure on the price 
structure. Until five weeks ago the prediction was uncannily 
accurate. Prices rose sharply immediately following decontrol, 
but it seemed evident to most people that agricultural prices had 
reached their peak in November, and the general trend was almost 
steadily downward until the first week in February. 


The beginning of February saw a sudden reversal of these 
trends. A wildfire advance in prices, chiefly of farm and food 
products led by such major commodities as wheat, cotton, and 
hogs, raised the BLS index of wholesale prices from 140.3 on 
February Ist to 146.4 on March 1st. This represents an increase 
of 4.3 per cemt in a month, and the trend of basic commodity 
prices indicates that a further accelerated increase of 2.0 per cent 
occurred in the week ending March 7th. Wheat, at $2.87 a bushel, 
is Close to its all-time high in 1920, and rye, at $3.93 a bushel, has 
set an ime record. Among the industrial group, lead, at $15 


The reasons advanced for the upsurge vary from delayed ship- 
ments resulting from the weather and equipment shortages, to the 
impact of the Hoover report, government purchases, and higher 
sights for exports. In the case of many commodities special factors 
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are at work. The record price of hogs, for example, which indj« 
cates pork chops at $1 a pound, is a belated effect of the se-‘sless 
slaughter during last summer’s price control interregnum. 
Current price trends raise at least three basic questions which 
events must answer. The first is their possible effect On current 
or prospective labour negotiations in steel, automobiles, transpor 
rubber, and coal. The second asks whether monetary policy can: 
continue to stand pat when the value of the dollar is depreciating 
at a rate of more than 50 per cent a year. The third wonders 
whether 1948 may not reflect the fact that Mr Truman may have 
been a better prophet than his opponents at the time of decontrol 
last autumn. , 


7 * * 


Wall Street’s Course 


The Federal Reserve Board’s index of industrial production 
is still reaching new peace-time peaks, the January level of 188 
(1935-39 = 100) comparing with a December figure of 181. Steel 
ingot operations have been running for some time at more than 
90 per cent of rated capacity, automobile output has recently re- 
gained a weekly level of 100,000 cars and trucks—the best since 
1941—and crude oil output, another key indicator, is maintaining 
the high daily average of nearly 5,000,000 barrels. Autumn fears 
of a sharp deflation in farm income for the current year have 
vanished, temporarily at least, as advancing grain prices reflect 
new crop uncertainties, and the still-clamorous demand for US$ 
grains in overseas markets. 


Under such conditions industrial profits are running at high 
levels. The gross national product details, recently released, give 
the following outline :— 


(billion dollars) 
1944 


9 1946 
Gross business income ......... 21-6 48 - 45-5 
Depreciation and reserves ...... 7-0 8-7 8-5 
Profits before taxes..........0. 14-6 39-6 37-0 
Ret Tae 5 Ss'si. sin <ia'o $a OE KaOd 10-4 29-7 25-0 
Net business profits............ 4-2 9-9 12-0 
eS Ee eer ee ee 3-8 4-5 5-0 
TN eS ol Re ee aia 0-4 5-4 7:0 


The very conservative dividend policy at this level of income 
may have acted as something of a brake on security values, but 
dividend payments have for some time exceeded the best levels 
attained in the pre-war years, while equity prices are still some 
way below the 1937 peaks. Despite all the favourable news from 
September onwards, the Dow Jones industrial average has never 
pushed far above the 180 mark without inviting a bout of liquida- 
tion such as occurred last week, and is still far below the early 
1946 top of 212.50. 


Not many days ago Wall Street sustained its worst selling 
session since last November, and the market found a ready 
excuse in news from abroad—more especially in terms of British 
difficulties, and of the problems thus posed for US foreign policy. 
The news that Mr John Lewis found the Supreme Court decision 
mild enough to encourage a new bout of aggressive declarations 
was also a gift to the bears. But these factors do not explain 
the wariness of Wall Street throughout the winter months. Present 
indications notwithstanding, the market is apparently convinced 
that, at some time in the fairly near future, business activity 
profit margins must decline. 


w * * 


Ordeal by McKellar 


After a hearing lasting five weeks, the appointment of Mr 
David Lilienthal to be chairman of the Atomic Energy Commis- 
sion has been approved by 8 to 1 by the Senate members of the 
Congressional Committee. Bricker provided the one 
dissenting vote. Mr Truman’s four other nominations to the 
Commission and the appointment of Mr Carroll Wilson as general 
manager were approved at the same time. Presumably the com- 
mittee vote forecasts approval by the Senate as a whole, though 
Senator McKellar predicts the “ damnedest fight ever.” It is one. 
of the oddities of the American system that Senator McKellat, 
though not a member of the Atomic Energy Committee, was pet 
mitted, by senatorial courtesy, to monopolise the hearings, muster. 
ing every accusation that frustrated malice could devise against 
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Mr Lilienthal, his ancient enemy in the Tennessee Valley Autho- 
rity. Weeks were spent attempting, and failing, to prove that 
Mr Lilienthal had tolerated the activities of Communists in the 
Authority. Even the sinister fact wag brought oft that some 
seventy-odd years ago Mr Lilienthal’s parents were born in a 
part of the Austro-Hungarian Empire which later became Czecho- 
slovakia, and notoriously pro-Russian, 

The red herrings of Mr McKellar’s grudge fight were less 
damaging to Mr Lilienthal than the last-minute decision of in- 
fluential and so-called moderate Republicans like Senators White 
and Taft that the candidate was “temperamentally unfitted ” by 
his New Deal past and because of insufficient respect for. the 
wishes of Congress. Nevertheless the defendant (and how else 
can one refer to Mr Lilienthal?) mustered an impressive list of 
character witnesses from the industrialists and scientists asso- 
ciated with the development of atomic energy. 


It is disheartening that the effort made in passing the McMahon 
Act to free atomic development from military contro) has not 
been able to free it from partisan. politics. This is surely a prime 
case for the bi-partisan approach. The nature of the hearings 
is bound to have a discouraging effect upon the recruitment of 
scientists and administrators—already one of the major obstacles 
faced by the Commission. The Army regulations which affronted 
so many of the most distinguished scientists who worked om the 
atom bomb may prove to have been less disastrous than the 
effect of the past five weeks. Great public servants are rarer in 
the United States than in Britain. After an ordeal like Mr Lilien- 
thal’s one wonders that they survive at all. 


- * * 
The Decline of Tammany 


Mr O’Dwyer, the Democratic Mayor of New York, has added 
one more triumph to his record by forcing the resignation of Mr 
Edward Loughlin, the leader of Tammany Hall. For the past 
eight months Mr O’Dwyer has withheld all patronage from 
Tammany in an effort to destroy its underworld connections.. 
Tammany, founded, like the Republic, in 1789, is the oldest and 
the most notorious of the city machines which provided the raw 
material for Lincoln Steffens’s “ Shame of the Cities” at the turn 
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of the century. In its long heyday .it was invulnerable, firmly 
rooted in the affections and loyalties of the poor and bewildered 
immigrants who depended on Tammany not only for blankets and 
food and coal, but for extra-legal help in coping with the hardships 
of life in a strange city.. Three. powerful Democratic Presidents, 
Cleveland, Wilson and Franklin Roosevelt, were frustrated in their 
attempts.to break the power of Tammany. : 

This does not mean that as a hunter of tigers, Mr O’Dwyer 
is more redoubtable than they. He may. have .administered. the 
coup de grdce, but Tammany was already very nearly toothless. 
It suffered a setback from which it never recovered in the scandals 
‘which finally forced Mr James J. Walker to resign as Mayor. 
Under the New Deal it was cut off from Federal patronage, and 
its pickings during the LaGuardia Good Government era were 
slim. But it is also true that the soil in which it had flourished 
for so long was becoming sterile. The Immigration Acts after 
the first war put an end to the stream of immigrants who gladly 
traded their votes for trifling favours from the “Wigwem.” ‘Today 
th: former immigrant and his sons and daughters are better able 
to look after themselves ; they are less willing to pay the price of 
a benevolent and corrupt despotism. 

The pattern of city migration has also undermined Tammany. 
Its strength has always been in Manhattan, and failed to cross the 
water. But like almost every other large city, New York’s popula- 
tion has been moving steadily outward. Manhattan is now a hollow 
shell politically, compared to the massed forces of Brooklyn, the 
Bronx, and Richmond, the other boroughs that make up New 
York City. These great satellites pay no allegiance to Tammany. 

These boroughs have their own bosses. The effect of the good 
government movement in New York has affected their scope of 
operations. But a report from Mr Robert Allen, in a book entitled 
“Our Fair City,” which brings muck-raking up to date, finds no 
grounds for believing that the shame of the cities has lifted very 
much since Steffens’s day; American cities are still corrupt because 
Americans are still unwilling to take the trouble to give them Clean 
government. Conditions in McMinn Courity, Tennessee, which 
recently was the scene of a veterans’ revolt, suggest that rural 
counties, and small towns as well, are not immune from that 
corruption which Lord Bryce detected sixty years ago to be the 
chief weakness of the American: system. 
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30 Years of American Banking 
Service in England 


On Ist March, 1897, the Guaranty Trust Company of New York 
established its first London Office in Plough Court, Lombard Street. 
So commenced a new chapter in the history of American banking, 
and in the course of fifty eventful years since that day this Company has 
endeavoured to play its full part in the development of Anglo-American 
trading and financial relations, and in doing so to uphold the best 
traditions of the great monetary centres on both sides of the Atlantic. 
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THE WORLD OVERSEAS 





Russia in 1947—I 


‘So Poor—and So Plentiful <y 


(From a Special 


.* is perplexing to watch the strange changes in the general 
public’s opinions on Russia’s economic as well as military 
strength. In the later phases of the war, and for some time after it, 
the popular imagination seemed hypnotised by the picture of the 
“eastern giant” striding across the Continent, with some inex- 
plicable and irresistible force.. By that time General Smuts’s 
famous saying abour the “ two colossi ”—the USA and the USSR 
—recurred like a refrain in almost every comment on Russia ; and 
the word “ inexhaustible ” was invariably coupled with every men- 
tion of Russian resources. The fashion has since changed, In 
recent months Russia’s weakness has been impressing itself upon 
the public mind and providing the topic for guesswork and 
comment, Attention has been centred on Russia’s economic diffi- 
culties, now quite often seen through magnifying glasses. Such 
periodical swings of opinion are caused by the paucity of free and 
first-hand information about that country. They represent 
extreme reactions from previous views that have somehow come 
to be disproved by the known facts. It has been rather difficult 
to reconcile the picture of the irresistible Russian giant with 
the sight of drab Russian misery that has become familiar to half 
of Europe ; and so the public is now inclined to ascribe “feet of 
clay” to the mysterious and mystifying colossus. 

Which of these pictures is the correct one? Each is partly true 
and partly misleading. An old Russian poet once epitomised the 
riddle in an apostrophe to Mother Russia: “ Thou are so powerful 
and thou art so helpless; Thou art so poor and thou art so plentiful, 
Mother Russia.” The saying is not yet out of dare—even after the 
Five-Year Plans and the hoisting of the Russian flag on the 
Reichstag. Any realistic appraisal of Russia must still balance its 
strength against its weakness. 

The news that has come from Moscow in recent weeks has all 
tended to emphasise, even sensationally over-emphasise—the 
elemems of weakness. For several months a spate of grim state- 
ments and grave warnings about the economic situation has been 
coming from official Soviet sources. Late last year the Govern- 
ment set up an extraordinary “ Board for Kolkhoz Affairs.” This 
was super-imposed on the now refofmed Ministry of Agriculture 
and headed by Mr Andreev, a very i jal member of the 
Politbureau, one of the chief authors of the collectivisation in the 
early thirties. It was admitted that collective farming was suffering 
from considerable disruption which called for emergency measures. 
Soon afterwards came the announcement about the calamitous 
drought, “the worst since half a century.” Simultaneously the 
Gosplan published the results achieved in industry in the first 
year of the new Plan: it became known that in many branches 
of industry the “targets” had not been reached. Last 
month’s Budget session in the Supreme Soviet was filled with the 
most “alarming” statements and speeches the Russians had heard 
since the late twenties. The Budget speech of Mr Zverev did not 
strike the usual optimistic tone. The Minister of Agriculture, Mr 
Benediktov, and Mr Andreev vied with one another in painting a 
dark picture of agriculture. 

At the same time, the Central Committee of the Party met, and 
Mr Stalin apparently made i speeches at its 
closed sessions—the speeches have not been reported in the press 
and only Mr Andreev referred to them in public. On March 1st, 
the campaign culminated in a statement issued by the Cabinet 
itself. At the Supreme Soviet most Ministers responsible for 
economic departments were severely criticisd by deputies—a most 
unusual thing in Russia—and, still more unusually, by their own 
colleagues in the Government. A re-shuffling in the Administra- 
tion followed, in which the most striking event was the appoint- 
ment of Mr Kaganovich to be first Secretary of the Party in the 
Ukraine, that is, “the boss of the Ukraine,” in place of Mr 
Khrushchev. Mr Krushchev, however, has not been “ purged” 
—he has remained Ukrainian Prime Minister. 

There can be no-doubt that the Sovie: Union is in the throes. 


Correspondent) | 


of an economic crisis. The salient facts have been set out in the 
Government’s statement of March 1st. The reconversion of 
Soviet industry to peace has “in the main” been completed : but 
the process has not been carried out efficiently. “The BTOSS Out 
put of the entire civilian production was 20 per cent higher jn 
1946 than in 1945.” This has a reassuring ring, but it really 
means that the first year of the new plan has ended in failure. 
Since plant and labour diverted to civilian production must have 
increased by much more than 20 per cent, the increase in gross 
output by only 20 per cent indicates a steep decline in produc 
uvity. The situation is worst in the former occupied areas. There 
industrial output increased by 28 per cent, but it “did not even 
reach half the pre-war production.” This is a euphemism—out 
put is probably well below the 50 per cent. In the victorious 
Soviet Union, the devastation and unsettlement of the war are 
being overcome at a pace not much quicker—so far—than the rate 
of economic rehabilitation in Western Germany. 

As elsewhere so in Russia ; lack of coal is stated to be the chief 
problem. “The development of the coal industry, which is ex 
periencing the greatest difficulties as a result of the war, is lagging 
behind and delaying the progress of the entire national e i 
The criticism seems to be addressed to the central planning autho- 
rities rather than to the coal industry. The fact is that the 1046 
plan for coal output has been fulfilled. The Asiatic coal mines 
have fallen short of their target by 3 per cent, but the European 
ones, which must now produce about half of Russia’s coal, have 
produced 5 per cent more than was planned. The rehabilitation 
of the Donetz Basin in particular, where most of the mines were 
flooded by the end of the war, has gone ahead, since the middle 


of last year, with an astonishing speed and vigour. The Donets 
mines produced about 47 -nillion tons in 1946 (11 million mor 
than in the preceding year)—7o per cent of their output in 1937. 
The implication of the statement about the coal crisis is, 
fore, that the planners in Moscow have not been bold cach 
and that even higher targets should have been set for the ex 

ing industries in order to spsed up expansion in manufacturing in 
dustries. Even so, it must be doubted whether lack of coal has 
been the decisive reason for the slow rehabilitation of Ukrainian 
and South Russian industries, dependent as these are on 

now more plentiful Donetz coal ; and the fact that the soll 
Government has now thought it possible to forego half of 

paren v coal deliveries from Polish Upper Silesia wens 

at doubt. 


if 
Housing and Morale ; 1 


_ It is more probable that stagnation in the former occupied 
is caused by a crisis im the morale of the working population, 
crisis due to disastrous housing conditions, to shortages of 
and consumers’ goods, and also to general post-war frustratia 
The housing plan for 1946 was not fulfilled ; the housing 
made available amounted to 6,000,000 square metres. Housini 
difficulties ate delaying the creation of permanent cadres of 
and the raising of the productivity 6f labour. Under the Plan, 
million square metres are to be built in the current five-year peri 
Thus, only one-twelfth of the scheduled housing space has beet 
made available in the first year. Incidentally, the Five-Year targ 
for housing is very modest. Even if the planned building }j 
private persons (12 million square metres) is added to it, the ave 
age housing space which the twenty-odd million Soviet citizel 
made homeless by the war can hope to get by 1950 will at 
be not more than 4 square yards per person ; and this does 
allow for any increase in population. The bottleneck is in 
supply of cement, bricks and timber, a bottleneck that may 
much more difficult to overcome than the relative shortage of 










In some respects then the crisis appears to be milder than 
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wording of the official statements suggest ; in others. it is cer- 
tainly even graver. But it should be remembered that the old 
Ukrainian and Southern Russia centres of industry are no longer 
as important for the Soviet economy as they used to be ; and the 
situation in the new centres in the east is incomparably better 
than in the formerly occupied provinces, though the wave of war 
weariness and apathy, strongly affecting production, has also en- 
than in the formerly occupied provinces. 

The agricultural situation presents a similar difference between 
the west, stricken by war and drought, and the east, where life 
has not been so unsettled. Thus “in western Siberia and 
Khazakhstan the grain harvest increased by one a half times 
compared with 1945.” But the overall situation is grim, Restora- 
tion of the pre-war grain output is not expected under three years ; 
the figures of the last harvest have not been disclosed. The 
peasants have failed to deliver their quotas of grain to the Govern- 
ment ; and so the stocks for feeding the urban population must 
be low. (Before the war deliveries of grain to the Government 
of all sorts amounted to nearly one-third of the total harvest.) 
The technical standards of farming, none too high even before, 
have decayed. There have been acute shortages in everything: 
tractors, draught animals, fertilisers and skilled agriculturalists, 
Only half the collective farms practise rotation of crops ; shallow 
ploughing is very common ; and wide stretches of land have been 
left to the weeds. The crop of flax has been only half the normal. 
The rehabilitation of cotton plantations that have either fallen 
into disuse or been converted into rice plantations in time of war, 
is progressing ; but it is far from completed. Against this 75 per 
cent of the pre-war sowing area in the western provinces is again 
under cultivation ; and the farms there have about 50 per cent 
of their cattle. 


Peasants and Collectives 


Yet the social, as distinct from the Economic crisis in the col- 
lective farms appears much less serious than might have been 
expected. Mr Andreev has stated that nearly 12 million acres 
of collective land. had been unlawfully taken away from the 
Kholkhozes and have now been returned to them. If so much 
land—4 per cent of the total sown area—had been mis- 
appropriated by peasants, this would have been a symptom 
of a revival of the peasantry’s individualism and of its 
continued opposition to the collective system. But this has 
not been the case. Ten out of the 12 million acres were “ mis- 
appropriated ” by factories, offices and organisations. During the 
war these had been allowed (under the law of April 7, 1942) to 
run their own “ auxiliary farms” on untilled Kholkhoz land for 
the benefit of their employees and workers. After the war, the 
factories and offices were reluctant to return the land, preferring 
to go on running their own auxiliary farms on it. Less than 14 
million acres were “misappropriated” by the peasants them- 
selves. The Government are not prepared to tolerate even this ; 
and Mr Andreev’s Board for Kholkhoz Affairs has resorted to 
draconic measures in order to restore all the land to the collective 
farms. If illicit private farming has, in those years of chaos, 
revived on so small a scale—one half per cent of the sown acreage 
—then the conclusion to be drawn is that the collective system has 
had time to strike very deep and form roots, and that the 
peasantry’s opposition to it has almost vanished. This is prob- 
ably true of the whole of the Soviet Union except the ‘Ukraine, 
where the situation is not yet clear. (Mr. Andreey’s report 
covered 90 per cent of the total number of collective farms ; it is 
a safe guess that the remaining 10 per cent are Ukrainian collec- 
tive farms.) The Ukrainian peasantry has had a much stronger 
tradition of individual farming than the Russian peasantry ; and 
it has up to a point been affected by Nazi propaganda against the 
collective system. It is primarily for this reason that the drive in 
the Ukraine has been initiated, and that Mr Kaganovich has been 
sent there, 

The picture of the crisis, as it emerges from the numerous 
official accounts, is rather complicated ; and it shows quite a few 
unexpected features. The next article will analyse the policies 
and the emergency measures adopted by the Government to 
combat the crisis. 


Realities in India 


[FROM OUR BOMBAY CORRESPONDENT] _ 
‘WHEN Mr Attlee announced that British control over India would 
be withdrawn by June, 1948, observers in India realised that a 
considerable time would pass before all the implications of that 
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decision were understood by either the British or Indians. As 
was to be expected, the major Indian leaders lost no time in 
welcoming the British decision to act on the advice so frequently 
given by Indians: to remove the third party influence which, it 
is claimed, prevents them from settling their own differences. 

It is curious, however, that the first demonstration of failure te 
appreciate the present Indian situation came in’ the House of 
Lords debate. Whether Lord Templewood was as ignorant of the 
facts as his opening speech indicated we in India do not know ; 
but it is remarkable how often his gloomy prognostications for the 
India of the future can be applied to the India of to-day, which is 
still at least nominally under British control. Lord Halifax found 
the crux of the question as seen by many people—Indian and 
British—in India, when he said he would not oppose the Govern- 
ment plan unless he could suggest a better solution. That remark 
should be applied equally by Indian leaders whose policies, now 
being revised, are expected to crystallise during the coming month. 

On the assumption that the House of Lords debate, very fully 
reported in India, is a fair reflection of the outlook of many other- 
wise well-informed Englishmen, it may be profitable to see how 
far these speeches reflect actual conditions here today. 

References to British pledges to Indian minorities were an 
important feature of the debate. Apart from the League Muslims, 
who at the time of writing still demand a separate country of 
Pakistan the main minorities are the Untouchables, Sikhs and 
the Christians, Anglo-Indian as well as Indian. Non-League 
Muslims are prepared to make a deal with the Congress. 

The Untouchables are hopelessly split between the Congress 
and Dr Ambedkar’s Scheduled Castes Federation. Congress 
nominated an Untouchable to the Interim Government and the 
Muslim League nominated a follower of Dr Ambedkar. There 
are also Untouchables in most of the provincial ministries. ‘The 
community, therefore, seems to have taken a liberal share of office 
without the help of any British guarantee. Untouchables form a 
very important part of industrial labour and they are able to assert 
themselves through trade unions and strikes. They have already 
proved their ability to get what they want and seem likely to 
continue to do so. 

The Sikhs, because they live mainly in the Punjab, which is 
disputed ground between Hindustan and Pakistan, are being 
handled carefully by both sides. A Sikh, Sardar Baldev Singh, 
is Defence Minister in the Interim Government, and the Sikh 
representatives have entered the Constituent Assembly alongside 
Congress. Politically, they have thrown in their lot with Con- 
gress and do not appear to require any British help to maintain 
their status. The Christians have a representative in the Interim 
Government and have entered the Constituent Assembly. They 
have also made their peace with Congress. 

A committee to protect minorities’ interests has already been set 
up in the Constituent Assembly, and it seems unlikely that their 
claims will be ignored in an independent India. Since Indian 
political genius possesses little capacity for compromise, there is 
always a risk that reiteration of pledges which may prove impos-. 
sible to execute is liable to encourage unjustifiable intransigence. : 
among minorities who would otherwise be perfectly content to 
co-operate with their neighbours. 


Too Late To Go Back 


The idea that the British Government are now showing “ frantic 
haste” to transfer power is hardly in keeping with past pledges: 
Indians have been promised power, however many mental reser- 
vations may have been made in Whitehall... The transfer has 
already started, and it is no use going to sleep in the middle of it. 
Suggestions that Britain should go slow only rouse the deepest 
suspicions in India, where faith in British promises is justifiably 
low. If Indian suspicions became active again, it is difficult to 
see how the present attenuated British authority in the country 
could control the situation. Lord Pethick-Lawrence’s remark that 
the Government must either go back or go forward may have been 
trite but it was very true. Either Indians get what they want or 
Britain must prepare to reconquer the country. 

To assume, as Mr Churchill and his supporters so often do, that 
the average Indian is a mild person, only too thankful to live 
under benign British rule, is to ignore the effects of a qyarter of a 
century of intensive political education, adminstered by Mr 
Gandhi and his associates, including his erstwhile disciple, Mr 
Jinnah. Moreover, to those who have had to live under it in— 
India, British rule has not been always benign or even efficient. 
Too often it has been pompous and lackadaisical, with an 
awe-inspiring capacity to explain why progress cannot be made. 
Indians, with visions of planned economic progress, and with 
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politicians at Westminster attempt to prove that British control 
is the mainspring of Indian progress. 

What must be clearly understood in England is that the Indian 
revolt is against the system and not against the individual. Mr 
Churchill’s suggestion that British troops in the country be used 
as a rearguard to cover the evacuation of British families to the sea 
caused loud guffaws all the way from Bombay to Calcutta. True, 
there are some timia souls in the English community who con- 
tinue to live in isolation from Indian thought currents and are 
scared easily by riots, For them the British soldier has been a 
supposed guarantee of safety. They will probably leave with the 
troops ; so will those whom the transfer of power leaves without 
work. But the majority of non-official Europeans. have no inten- 
tion of leaving. They believe that, providing there is no hold-up 
in present plans, anti-British sentiment will evaporate ; that even 
if Indian rule proves erratic the country is not going to be more 
dangerous to live in than it was in 1942, or than it has been 
during the past year, when members of Bombay’s Yacht Club 
ate tiffin facing the guns of the mutinous British-conrrolled Indian 
Navy. 

Though British rule has fallen into disrepute, the status of the 
individual’ Englishman is probably improving. Shorn of the 
pomposity of a ruling race he is judged, usually very accurately, 
by his own character. Personal integrity means nearly. everything 
and is respected.- On the material side the fact that he is the 
representative of a community which is technologically progres- 
sive means he can have a great value in a country which wishes 
fervently to progress in every activity, from publishing to public 
works. From now the Englishman is a foreigner in a foreign 
land. His privileges will not come automatically as in the past ; 
they must be earned. But to those who deserve them they will 
be freely given. 

As for the chances of securing a peaceful settlement among 
Indians within sixteen months, Mr Attice’s statement was un- 
doubtedly a leap in the dark. Lord Pethick-Lawrence said the 
Cabinet wished to administer a shock to Indian leaders. That 
aim has been achieved, though it is perhaps optimistic to say that 
all suspicion has been dispersed. The appointment of Lord 
Mountbatten as Viceroy, assisted by Sir Eric Mieville and 
General Lord Ismay, is viewed with suspicion in some quarters as 
evidence of hated Churchillian influence persisting. 


Alliance with the British 


As for the suggestion that British troops might have to inter- 
vene to keep order in the new India, it is worth pointing out that 
that is precisely what is happening, with doubtful results, at 
present. The maintenance of law and order is the responsibilitv 
of provincia! Ministers who are all Indian, so that the position of 
British troops as arbiters between the communities is already far 
from satisfactory. As for strategic considerations, the Indian 
leaders, and especially Pandit Nehru—who is in charge of External 
Affairs—are by no means blind tothe position in Asia. The fact 
that they refuse publicly to commit themselves beforehand does 
not mean that they will not seek a British alliance once they are 
free. 

Of the Indian Princes, on whose account so much indignation 
is shown in London, most realise that they have got to move with 
the times and that fine legal points do not count for much when 
public opinion is roused. They, too, are ready to make their 
peace with British India’s new rulers. They realise that to expect 
British defence of their privileges is to invite trouble both inside 
and outside their states. 

Wiil there be one India or two? It is too early to make a fore- 
cast. It is reported that if Congress will accept the League’s autho- 
rity in making the constitutions for the “B” and “C” Groups of 
provinces (North-West and North-East’ India); the. Cabinet 
Mission’s Indian Union will come to pass. Otherwise Mr Jinnah 
may insist on a separate Constituent Assembly for Pakistan. But 
Mr Jinnah is old and embittered. It is generally believed that but 
for him there would be no Muslim League. How far he can lead 
his supporters into the wilderness if Congress proves conciliatory 
remains to be seen. It may not be very far. 
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Trade Paralysis in China 
[FROM OUR HONG KONG CORRESPONDENT] , ' 


THE headlong plunge of the Chinese national dollar has fonced 
the Nanking Government to action which ought to have been 
taken months ago. Whether such action will be effective remains 


to be seen. Confidence in the officials conducting rescue opera. 
tions is at a very low ebb, and although the statement issued jp 
the name of the Generalissimo takes into account most of the 
factors of a baffling programme, it leaves out possibly the most 
important of all—the immobility of exports, pe 

Until, China’s produce can be moved at a reasonable cose tg 
ports of shipment from the interior the country’s economy will 
remain unbalanced. Selfish interests in patriotic guise have pre. 
vented the employment of foreign shipping along inland water. 
ways. As China’s own shipping is quite inadequate to cope wig 
the demand for space, stocks which the world requires are pile 
up in collecting centres or, where movement is possible, = 
ocean ports at enormous cost, Admittedly, a large portion of 
exportable produce is cut off by the Communists, or originates in 
Manchuria, over which the Nanking Government has no conigol, 
Nevertheless, through the blindness of her leaders China hg 
thrown away a great opportunity of developing her export trade, 

From a sanctuary where trade is based on a stable currency, 
Hong Kong has been casting an apprehensive eye in the direction 
of Shanghai, A crash has been imminent for many months past; 
yet, Chinese fashion, one crisis after another has so far been sur- 
mounted. Now the greatest crisis of all has to be faced, and 
Hong Kong, which depends for its existence upon the free flow 
of trade with its neighbour, is wondering to what extent the 
paralysis of China’s commerce will affect the fortunes of this 
colony. It was feared that the Chinese import regulations intro- 
duced last November might lead to the dumping here of cargo 
refused admission to Shanghai. So far no such dumping has 
occurred, but one now hears of shipments being arranged on 
optional bill of lading Hong Kong-Shanghai. If this practice 
becomes general, there is a possibility of a strain on storage space, 
now below pre-war standards, and goods being thrown onan 
overstocked market. 


Movements of Bullion 
Although the subsequent history of local imports is usually 
ignored, there is no doubr that a considerable percentage enters 
China through irregular channels. All the efforts of the Hong 
Kong Government and the Chinese Customs officials on the 
border and at the coast ports have a very slight effect om the 
volume of this illicit wade. The greater the restriction the mom 
incentive there is to smuggling. So the Hong Kong community 
will cross its fingers and hope for the best, making the most of 
the capital seeking refuge here and catering to the wants of the 
Chinese from Shanghai, whose resources seem limitless. 
Treasure shipments in days gone by played a big part in the 
urade of the colony, but since China went off silver and Hong 
Kong adopted a managed currency the movement of precious 
metals has been on a small scale. Six months ago a brisk business 
sprang up in gold coins from Mexico. The Government of that 
country found buyers at the equivalent of $US4o per ounce and 
were able to replace their stocks of minted coins by buying gold 
from the United States at $US36 per ounce. After several lange 
shipments had arrived in Hong Kong from San Francisoo, th 
Government decided to impose a ban on further imports. ‘This 
led to local operators transferring their headquarters to Ma 
and the Portuguese authorities there readily granted ort 
licences for the gold which now had to be transshipped in Fo 
Kong. Air lines saw an opportunity of profiting by the trade,t 
a projected service between Hong Kong and Macao was frustrated 
by the inadequacy of the airfield at the latter terminus. He ere 
a certain amount of gold was flown across the Pacific via Mai 
and One aeroplane which crashed on the island of Hong 







tr 


within a few miles of the airfield is reported to have been camy | 


ing gold to the value of $US1r} million, most of which was sue 
cessfully salvaged. In January alone gold valued at £1} mule 
was exported to Macao. = 4 

Silver has also been in demand and, for the first time for many 
years, sycee (silver shaped like a shoe) was to be seen here, pie 
sumably having come from the interior. The favourable price ® 
Bombay has attracted the metal out of hiding, and during J 
silver :o the value of $HK12 million was shipped to # 
During .1946 the total imports of treasure were valued at 





$HK20 million and exports at $HK57 million. Bae | 
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AX 
Investors Notes 
City men speculating on a turn in the 
weather will find we are able to offer a 
certain amount of cover either way. At 
our Fenchurch Street and Cheapside 
branches we can produce some warm 
underwear, full length woollen socks, 
scarves and an occasional heavy overcoat 


? 


or two. Spring wear is in the shape of 
gay neck squares and ties, lighter vests, 
socks and pullovers, Blithe spirits wishing 
to have holidays in spring suits are 
advised to make early enquiries as the 
< supply of these is as unpredictable as 





“ Scarcity, did you say ! And in times 
of scarcity which commodities become 
scarcest of all! The best, of course !” 


March sunshine. 
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It is true that WHITE HORSE WHISKY 
is in short supply. It is also true that its 
quality was never finer than it is today. 
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Budget Targets jor 1947—I 


A Prospective Deficit ? 


HOUGH little is ever revealed about the inner routine of 
v of budget-making, it is pechaps a safe bet that by about 
this time of the year, at least the main framework of the budget 
has taken share. If, as the Economic Survey strongly suggests, 
Mr Dalton really did intend to “contract out” of the wider 
economic policies which the Government is planning, he will 
have to do some quick thinking if he is to devise the anti- 
infiationary fiscal policy that informed opinion is now increas- 
ingly advocating. Certainly there is still time to make a change, 
but if the job is to be done properly, the time available is 
very short. A mere change of emphasis, involving a post- 
ponement of tax reliefs already contemplated and a little lopping 
and pruning here and there, would be.relativeiy simple. But 
what is needed now is a comprehensive survey of the fiscal 
armoury, to produce a highly selective policy designed not 
merely to curtail inflationary pressures, but to exert maximum 
effect where the pressures are greatest, and at the same time 
to create the minimum of “ disincentives ” to effort in general. 
The broad lines of the policy required have already been 
indicated in The Economist, and an attempt will be made in 
a subsequent article to fill in the detail. That can hardly be 
done intelligibly except against the background of the budgetary 
position as it stands at present. This article, therefore, will 
survey the budgetary experience of the past year and indicate 
the prospect for 1947/48 as.it emerges from the existing basis 
of taxation and expenditure at present projected. 

The out-turn of the year 1946/47 will be substantially more 
favourable than Mr Dalton expected last April, but a good 
deal less so than seemed possible: at the end of 1946. After 
bringing into “ordinary” revenue certain non-recurring or 
quasi-capital receipts, and by pushing much of the correspond- 
ing expenditure “ below the line,” he budgeted for an “ ordin- 
ary” deficit of £726 million. Two months ago there seemed a 
chance that, on this accounting basis, the deficit might be around 
£200-£250 million. It will, in fact, be a good deal more than 
that. The original estimates for 1946/47 contemplated a fall 
in expenditure by 29 per cent—from {£§475 million to £3887 
million—but in the first nine months of the year this rate was 
appreciably bettered. The decline then was over 3§ per cent, 
and had accelerated to 38 per cent in the third quarter. But 
that marked the peak of the movement; in the first two months 
of 1947 the decline was less than 21 per cent. Unless last- 
minute payments are much lighter than usual, the year’s 
expenditure is likely to reach, and may exceed, £3,690 million— 
£200 million lower than the budget estimates, but fully £100 
million more than was hoped two months ago. 

The revenue story is similar. Although Mr Dalton’s estimates 
looked optimistic last April, their total will be comfortably 
surpassed—thanks partly, no doubt,:to the inflationary influences 
which have sustained’ the national income "in terms of money. 
But the rate of improvement achieved in the first niné months 
has not been maintained in 1947—even though the inflationary 
factor was, presumably, more potent then.» In» thepfirst three- 
quarters of the year, total tax enue, which had been expected 
to decline-by- £279 ‘million inthe full’ year; dropped by only 
£84 million, or 4.3 per cent. In the first)two months of 1947 
it dropped by 8.3 per cent, owing mainly to a Change of trend 
in eee ‘Sureax and EPT. Tf expetiénce™ in the final 
isesitilat-+*e--*r'storat will be-atittle-over’£3,000 
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million, roughly {100 million above the budget estimates 
£2,918 million, and less than £200 million below the 1945/, 
level, despite the tax reducuions, Non-tax revenue is st 
estimate, for the receipts depend to a considerable extent 
internal policy, but if the miscellaneous items bring = 
much as they did in March, 1946, and if the two special items— 
sales of surplus stores and surpluses from Government trading- 
yield the £27 million by which they at present fall short 
the year’s estimate, the total for the year will be £284 million, 
On this basis, ordinary revenue will approach £3,300 million— 
a little more than in 1945/46 and about £130 million more 
than the budget estimate. ~ 
The 1946/47 “ordinary” deficit, therefore, looks likely to 
be around £400 million, or a little less; though it should. be 
noted that there is still room for perceptible error in these 
estimates. This will not, however, be the whole deficit, for 
%, 
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BUDGET PROSPECT 1947-48 
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below-line expenditure has been very large. It is a matter 


of opinion which of these items can be regarded strictly a 
capital payments and which of them have budgetary significance, 
but it is reasonable to regard at least four main groups a 
falling into this second category—EPT refunds, war damage 
payments, issues under the Housing and Building Materials 
Acts, and reimbursement of post-war credits. In the first ta 
months of the year these groups absorbed over £410 million (the 
repayment of post-war credits to elderly folk rather i 
required more than double the estimate); and, among other 
items, it may be noted that advances under the Coal Nationalise- 
tion Act have already required £39 million; advances to Loal 
Authorities, £36 million; and the Civit Contingencies. Fund 
£34 million, If all these items were reckoned in, the fim 
Senet VO We Ones 900 Tallinn, ie 
What, now, of 1947/48? The prospect, fortunately; is for 
a much closer approach towards equilibrium than has bees 
made this year—on whatever basis the deficit is calculated. A 
large part of the 1946/47 expenditure, as the original estimate 
made plain, represented terminal payments, especially -if_the 
defence sector. Of the £1,667 million voted for defence tt 
months ago, £576 million was estimated as ‘non-recur 
the 1947/48 defence budget, set out in last month’s White 
(Cmd. 7042) shows a reduction, f £768 million on, the ¥ 
estimates. The £899 million to be spent on the Forces 
Pe tinaingaee, when the armed Forces will stl 
be substantially larger than they are scheduled to be twélit 




















VFk Ps SIR aT re seas” 


Low eo 








$ebife EREPRSes Fe 


THE ECONOMIST, March 35, 1947 


months hence, includes a further £1184 million for terminal 
charges (including contract settlements and requisitioning 
compensation) that the requirement for 1948/4gyought to be 


well under £700 million,” )' | te 2i) 4 cri 

Unless budgetary policy changes, however, an appreciable 
part of the savings on defence and on war services outside the 
defence budget will be absorbed, both in the coming year and 
in 1948/49, by additional’ civil expenditure, principally upon 
social services. A change in the method of accounting defence 
production in 1947/48 (in future the Service departments will 
reimburse the Ministry of Supply) creates a little uncertainty 
about the requirement for that Ministry, but it appears that 
the £1353 million included in the Civil Estimates embraces 
the £100 million of defence expenditure (chiefly for research, 
inspection and contract termination) which will remain to be 
borne on the Supply vote. On that assumption, and assuming 
also that £130 million of the {£147 million needed for the 
Post Office will be self-financing, the true estimate for Civil 
expenditure in 1947/48 is £1,741 million—an increase of 
£89 million on the original estimates for 1946/47. Consolidated 
Fund Services might, perhaps, be put at last year’s figure, 
except for the omission of the non-recurring {£50 million pro- 
vided last_year for, the new National Land Fund, and prudence 
might dictate a further small increase in the fixed debt charge 
(raised in 1946/47 from £465 to £490 million) On_ these 
bases, as the accompanying table shows, ordinary expenditure 
would total £3,165 million—a decline of about {£525 million 
on the probable expenditure for the current year 

Revenue in 1947/48, on the basis of taxation as it exists 
before any changes that the. Chancellor may make next month, 
will certainly be less than in 1946/47, but the extent of the 
decline will depend chiefly upon whether there are further 
substantial non-recurring receipts.to. be brought in. The effect, 
for the first full year, of post-war tax reductions will reduce 
income-tax by £43} million (principally because of the exemp- 
tion of employees’ national insurance contributions from tax) 
and excise receipts by £34 million, but death duties should rise 
by £7 million and surtax by a similar amount. The main loss, 
however, will be in receipts from EPT, partly because of the 
reduction of the rate to 60 per cent in respect of the calendar 
year 1946, but chiefly because of the effect of 1945-46 contract 
cancellations and reconyersion outlays. The gross loss may 
be around {140-150 million, but perhaps {40-50 million of 
this will be offset by a consequential increase in income-tax 
and profits tax (NDC). The effects of the abolition of EPT as 
from the end of 1946 will not be fully felt until 1948/49. 

The effect of changes in national income upon tax yields 
is hard to assess, but will probably not be large. PAYE receipts 
in 1947/48 may be adversely affected by the unbalanced state 
of industry after the fuel crisis, but average wage rates, even 
without any further advance, will be higher than in 1946/47. 
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Payments assessed on the previous year’s incomes are likely to 
be a little higher. Unless the cheap money policy is reverscd— 
which, after Mp Dalton’s statement of faith this week, seems 
quite nnlikely—death dutie$ §Hould fise further. Finally, the 
present import programme for 1947 is one-third larger than 
in 1946, which promises a substantial increase im customs 
revenue, though excise receipts (which are unlikely to teach 
the estimate this year) will doubtless fall further. 2 
_In sum, the receipts from all forms of tax revenue may fall 
by about £75 million. But there may be'a bigger fall in non- 
tax. revenue, Disposal of surplus stores, which in the first 
eleven months of 1946/47 brought in £133 million (£150 
million estimated for the full year), will produce ‘much less, 
and there. may also be a sharp decline in surpluses trom 
Government trading ({40. million, up to March rst, against 
£50 million estimated), The decline in these two items next year 
might ‘easily be as much as £125 million from ‘this year’s 
estimates, ~ arabs: eae a 

On these various assumptions, the prospective “revenue, on 
the existing basis of taxation and without assuming any changes 
in economic policy (such as a further revision of the import 
programme. or a complete reversal of the cheap money drive), 
would be around {3,100 million. In other words, on the figures 
given above, the Chancellor would still be facing a small 
“ ordinary ” deficit—say, between £50 and {£75 million. In 
addition, there will still be substantial “ below-line ” expendi- 
ture. About {65-70 million of (net) EPT refunds will remain 
to be made; payments for war-damaged chattels have been 
promised early in the year; release of “ value ” payments for 
damaged properties is to start later this year; and there will 
be further advances for housing and for the Civil Contingencies 
Fund. Expenditure under these heads could readily exceed 
£200 million, even if payments for all forms of war damage 
were kept within the 1946/47 limits, and even if nothing more 
were released from the post-war credits, now totalling about 
£750 millions. 

These various estimates, it should be emphasised, are liable 
to a considerable margin of error. They are made strictly on 
the bases stated, and some of them (e.g. receipts from surplus 
stores) are mere guesses. And since Mr Dalton last. year 
was more optimistic in his estimates than any of the unofficial 
estimators—and, on the whole, he was right—it is possible that 
the figuring here will again prove to be a little too cautious. 
But the broad conclusion seems plain. The Chancellor will 
need considerable ingenuity, if he is to show any surplus avail- 
able for overall tax reduction within the limits of a balanced 
“ordinary ” budget. To provide incentives by selective reduc- 
tions while maintaining an overall balance will be correspond- 
ingly more difficult. And even if the “ordinary” budget is 
balanced, the prospect is that the State’s total outgoings may 
still exceed its receipts. 
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Budget Targets jor 1947—I 


A. Prospective Deficit ? 


HOUGH little is ever revealed about the inner routine of 
T of budget-making, it is pechaps a safe bet that by about 
this time of the year, at least the main framework of the budget 
has taken shape. If, as the Economic Survey strongly suggests, 
Mr Dalton really did intend to “:contract out” of the wider 
economic policies which the Government is planning, he will 
have to do some quick thinking if he is to devise the anti- 
inflationary fiscal policy that informed opinion is now increas- 
ingly advocating. Certainly there is still time to make a change, 
but if the job is to be done properly, the time available is 
very short. A mere change of emphasis, involving a post- 
ponement of tax reliefs already contemplated and a little lopping 
and pruning here and there, would be. relatively simple. But 
what is needed now is a comprehensive survey of the fiscal 
armoury, to produce a highly selective policy designed not 
merely to curtail inflationary pressures, but to exert maximum 
effect where ‘the pressures are greatest, and at the same time 
to create the minimum of “ disincentives ” to effort in general. 
The broad lines of the policy required have already been 
indicated in The Economist, and an attempt will be made in 
a subsequent article to fill in the detail. That can hardly be 
done intelligibly except against the background of the budgetary 
position as it stands at present. This article, therefore, will 
survey the budgetary experience of the past year and indicate 
the prospect for 1947/48 as-it emerges from the existing basis 
of taxation and expenditure at present projected. 

The out-turn of the year 1946/47 will be substantially more 
favourable than Mr Dalton expected last April, but a good 
deal less so than seemed possible at the end of 1946. Aiter 
bringing into “ordinary” revenue certain non-recurring or 
quasi-capital receipts, and by pushing much of the correspond- 
ing expenditure “ below the line,” he budgeted for an “ ordin- 
ary” deficit of £726 million. Two months ago there seemed a 
chance that, on this accounting basis, the deficit might be around 
£200-£250 million. It will, in fact, be a good deal more than 
that. The original estimates for 1946/47 contemplated a fall 
in expenditure by 29 per cent—from {£5475 million to £3887 
million—but in the first nine months of the year this rate was 
appreciably bettered. The decline then was over 35 per cent, 
and had accelerated to 38 per cent in the third quarter. But 
that marked the peak of the movement; in the first two months 
of 1947 the decline was less than 21 per cent. Unless last- 
minute payments are much lighter than usual, the year’s 
expenditure is likely to reach, and may exceed, £3,690 million— 
£200 million lower than the budget estimates, but fully £100 
million more than was hoped two months ago. 

The revenue story is similar. Although Mr Dalton’s extiiates 
looked optimistic last April, their total will be comfortably 
surpassed—thanks partly, no doubt;to.the inflationary influences 
which have sustained the national income imterms of money. 
But the rate of improvement achieved in the first niné months 
has not been maintained in 1947--even though the inflationary 
factor was, presumably, more potent then.» In» thesfirst: three- 
quarters of the year, total tax revenue, which had been expected 
to decline-by- £279 million in the full’ year, dropped by only 
£84 a or 4.3 per cent. In the first'two months of 1947 
it dropped by 8.3 per cent, owing mainly to a ¢ e of trend 
in receipts from. surtax and EPT. If “exper oe in. the final 

month’ js~similat=-*"--="r'stotat will be a little over: £3,000 
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million, roughly {100 million above the budget estimatéel 
£2,918 million, and less than £200 million below the 1945/46 
level, despite the tax reductions, Non-tax revenue is 
estimate, for the receipts depend to a considerable extent “upon 
internal policy, but if the miscellaneous items bring = 
much as they did in March, 1946, and if the two special items— 
sales of surplus stores and surpluses from Government 
yield the {27 million by which they at present fall short’ 
the year’s estimate, the total for the year will be £284 million 
On this basis, ordinary revenue will approach £3,300 - 
a little more than in 1945/46 and about £130 million more 
than the budget estimate. < 
The 1946/47 “ordinary” deficit, therefore, looks likely to 
be around £400 million, or a little less; though it should be 
noted. that there is still room for perceptible etror in these 








estimates. This will not, however, be the whole deficit, for 
< 
Bupcet Prospect 1947.48 — i ao 
mn 
Supply Services im 
UU sn cnestt cers, }eomannitiakisetsscacanssseberetaa eine 197 
Mrs conveccdtencacs sd0dWeuc SbdSeWb tae dlGeepeet etc es 214 a 
BAS, PK a dealin Mepbavbe fesse ceuapa ad cna 388 ? 
Supply (Defence portion) .....2.....4.-<se..edesetee 100 ok 
CE IIR. ta ccicnetinssssuingts scannesbarsbingen 1,698 
Revenue Departments .............0..:.csscecsceseeees 43 
| . — sm 
Consolidated Fund Services: 
National Debt Interest, ete. .)....0000../.... 0. seed 495 me 
Other Consolidated Fund Services .............. 30 sa 
— 
Total Ordinary Expenditure ................. 00. ccceccenteeevees 3,165 
TORR OCPinary” RECOM © Foc. coin bons. daveincghevccesscdesess ? 3,100 
Prospective Ordinary Deficit stiktinainvehinnuthiiessaipiimamiiiatain ? 65, 


below-line expenditure has been very large. It is a matter 
of opinion which of these items can be regarded strictly a 
capital payments and which of them have budgetary significance, 
but it is reasonable to regard at least four main groups #& 
falling into this second category—EPT refunds, war damage 
payments, issues under the Housing and Building Materials 
Acts, and reimbursement. of post-war credits. In the first ten 
months of the year these groups absorbed over £410 million (the 
repayment of post-war credits to elderly folk rather i 
required more than double the estimate); and, among other 
items, it may be noted that advances under-the Coal Nationaliss- 
tion Act have already required £39 million; advances to Loal 
Authorities, £36 million; and the Civil Contingencies. 
£34 million. If all these items were reckoned in, the fil 
a gg ory Wi pes get etter ie 
What, nap 1947/48? The prospect, fortunately,” ‘is for 
a much closer approach towards equilibrium than has bee 
made this year—on whatever basis the deficit is calculated. 
large part of the 1946/47 expenditure, as the original estimalts 
made plain, represented terminal payments, especially in 0 
defence sector: Of the £1,667 million voted Togdetend we 
months ago, £576 million was. estit ‘no 
the 1947/48 defence budget, 
sedienee 7042) shows a reducti 
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months hence, includes a further £1184 million for terminal 
charges (including contract settlements and requisitioning 
compensation) that the eters for 58a ‘ought to be 
well under £700 milliom,) 1) |) Co i vA ey” 

Unless budgetary policy changes, eeoian? an dippeeciabie 
part of the savings on defence and on war services outside the 
defence budget will be absorbed, both in the coming year and 
in 1948/49, by additional’ civil expenditure, principally upon 
social services. A change in the method of accounting defence 
production in 1947/48 (in future the Service departments will 
reimburse the Ministry of Supply) creates a little _ uncertainty 
about the requirement for. that Ministry, but it appears that 
the £135} million included in the Civil Estimates embraces 
the £100 million of defence expenditure (chiefly for research, 
inspection and contract termination) which will remain to be 
borne on the Supply vote. On that assumption, and assuming 
also that £130 million of the £147 million needed ‘for the 
Post Office will be self-financing, the true estimate for Civil 
expenditure in 1947/48 is £1,740 million—an increase of 
£89 million on the original estimates for 1946/47. Consolidated 
Fund Services might, perhaps, be put at last year’s figure, 
except for the omission. of the non-recurring {50 million pro- 
vided last year for, the new National Land d Fund and prudence 
might dictate a further small increase in the fixed debt charge 
(raised in 1946/47 from {£465 to {£490 million) On_ these 
bases, as the accompanying table shows, ordinary expenditure 
would total £3,165 million—a decline of about £525 million 
on the probable expenditure for the current year 

Revenue in 1947/48, on the basis of taxation as it exists 
before any changes that the. Chancellor may make next month, 
will certainly be less than in 1946/47, but the extent of the 
decline will depend chiefly upon whether there are further 
substantial non-recurring receipts.to. be brought in. The effect, 
for the first full year, of post-war tax reductions will reduce 
income-tax by £433 million (principally because of the exemp- 
tion of employees’ national insurance contributions from tax) 
and excise receipts by £34 million, but death duties should rise 
by £7 million and surtax by a similar amount. The main loss, 
however, will be in receipts from EPT, partly because of the 
reduction of the rate to 60 per cent in respect of the calendar 
year 1946, but chiefly because of the effect of 1945-46 contract 
cancellations and reconyersion outlays, The gross loss may 
be around {140-150 million, but perhaps £40-50 million of 
this will be offset by a consequential increase in income-tax 
and profits tax (NDC). The effects of the abolition of EPT as 
from the end of 1946 will not be fully felt until 1948/49. 

The, effect of changes in national income upon tax yields 
ishard to assess, but will probably not be large. PAYE receipts 
in.1947/48 may be adversely affected by the unbalanced state 
of industry after the fuel crisis, but average wage rates, even 
without any further advance, will be higher than in 1946/47. 
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Payments assessed on the previous year’s incomes are likely to 
be a little higher. Unless the cheap money policy is reverscd— 
which, after Mg Dalton’s statement-of faith this week, seems 
quite nnlikely*-death dutieg Should fise further. Finally, the 
present import programme for 1947 is one-third larger than 
in 1946, which promises a substantial increase in customs 
revenue, though excise receipts (which are unlikely to feach 
the estimate this year) will doubtless fall further. 

In sum, the receipts from all forms of tax revenue may fall 
by about £75 million, But there may be a bigger fall in non- 
tax revenue, Disposal of surplus stores, which in the first 
eleven months of 1946/47 brought in £133 million (£150 
million estimated for the full year),’ will produce much less, 
and there. may also be a sharp decline in ‘surpluses trom 
Government trading (£40. million, up to March st, against 
£50 million estimated). The decline in these two items next year 
might ‘easily be as much as £125 million from this’ yeat’s 
estimates, 

On these various assumptions, the prospective ‘révenue, on 
the existing basis of taxation afd without assuming any changes 
in economic policy (such as a further revision of the ‘import 
programme. or a complete reversal of the cheap money drive), 
would be around {3,100 million. In other words, on the figures 
given above, the Chancellor would still be facing a small 
“ordinary ” deficit—say, between £50 and £75 million. In 
addition, there will still be substantial “ below-line ” expendi- 
ture. About {65-70 million of (net) EPT refunds will remain 
to be made; payments for war-damaged chattels ‘have been 
promised early in the year; release of “ value” payments for 
damaged properties is to start later this year; and there will 
be further advances for housing and for the Civil Contingencies 
Fund. Expenditure under these heads could readily exceed 
£200 million, even if payments for all forms of war damage 
were kept within the 1946/47 limits, and even if nothing more 
were released from the post-war credits, now totalling about 
£750 millions. 

These various estimates, it should be emphasised, are liable 
to a considerable margin of error. They are made strictly on 
the bases stated, and some of them (e.g. receipts from surplus 
stores) are mere guesses. And since Mr Dalton “last. year 
was more optimistic in his estimates than any of the unofficial 
estimators—and, on the whole, he was right—it is possible that 
the figuring here will again prove to be a little too cautious. 
But the broad conclusion seems plain. The Chancellor will 
need considerable ingenuity, if he is to show any surplus avail- 
able for overall tax reduction within the limits of a balanced 
“ordinary ” budget. To provide incentives by selective reduc- 
tions while maintaining an overall balance will be correspond- 
ingly more difficult, And even if the “ ordinary” budget is 
balanced, the prospect is that the State’s total outgoings may 
still exceed its receipts. 
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Export Needs and Possibilities 


««"T* HE Government has set an export target of 140 per cent 

of the 1938 volume to be reached by the end of 1947, 
as against the end-1946 level of 110-115 per cent of 1938... . 
It will be extremely difficult to reach this target.” These 
two extracts from the “Economic Survey for 1947” speak 
for themselves. Were it only “ extremely difficult ” to achieve 
the target, it might be a stimulus and a challenge. But there 
is a world of difference between a target which is “ extremely 
difficult” and one which is remotely possible. This is not 
merely a quibble on words ; it affects the practical reality of 
the target, for an export programme which is on all probable 
demonstration unattainable may introduce a new psychological 
burden of despair. The problem which lies behind amy analysis 
of post-war export aims involves the distinction that while the 
balance of payments is concerned with values, export objectives 
must be stated in terms of volume in order to compensate for 
the depreciation of sterling during the war years. This in turn 
raises other problems, such as adding together quantities of 
different commodities. A general target is a_ statistical 
abstraction which has to be translated irito an export policy for 
each exporting concern in this country. Only now are detailed 
discussions to this end being undertaken by the Government 
with industry. The fact that the target is an abstraction means 
that comparisons between different industries or different 
markets, showing their potential contribution to the target, must 
be made cautiously, the only way of resolving these difficulties 
is to resort as far as possible to percentage movements. 

The expansion in the volume of exports during 1946 was a 
creditable achievement, though it still left—and was expected 
to leave—a wide disequilibrium in the balance of payments. In 
the first quarter exports represented 84 per cent of the 1938 vol- 
ume, in the second quarter 98 per cent, rising in the third to 104 
per cent and finally to 111 per cent. Taking the year as a 
whole, the volume of exports for practical purposes was equal 
to that of 1938. The 1947 target, therefore, can be roughly 
translated into the requirement that by the end of 1947 exports 
must be at the rate of 40 per cent above the annual volume rate 
for 1946, without laying down any specific targets to be aimed 
at during the course of the year—a realistic omission, perhaps, 
in view of the damage done to exports during the coming 
months by fuel and power cuts and industrial dislocation. But 
given the end-year target, a more accurate assessment can be 
made of the pattern of exports required during the current year, 
both as regards commodities and destinations, 


As a preliminary step to examining the target for 1947, the 
course of exports in the three main groups during 1946 deserves 
a quick review. There was a fairly considerable increase in the 
value of shipments of food, drink and tobacco, but the increase 
in volume, if indeed any increase was gained, was scarcely sig. 
nificant. The set-back in exports of raw materials was mais 
due to the negligible shipments of coal, but the downward trend 
was common to practically all primary commodities, apart from 
rubber and artificial silk waste. The main force of last year’s 
expansion was concentrated on manufactured articles, and of 
these the chief items in terms of value were machinery, vehicles, 
iron and steel (including manufactures), chemicals and cotton 
yarns and tissues. But reckoned in terms of volume, as distinct 
from value, the increases over the pre-war levels were confined 
principally to vehicles, certain chemicals, and to a lesser extent 
to iron and steel and machinery. The divergence between value 
and volume increases is shown in Table III below. f 

Last year also showed some illuminating changes in the direc- 
tion of trade, which can be seen from Table I. The “hard 
currency ” countries in 1946 absorbed 12 per cent of British 
exports, compared with 16 per cent in 1938. Within the “ soft 
currency ” group there have been few notable changes. Exports 
to Australia and New Zealand formed a smaller proportion of 
the total last year than in 1938, while South Africa’s share was 
unchanged. The increase in 1946 was, in fact, spread over a 
fairly large number of countries, mainly European or in the 
Colonial Empire. : 

Against this background, in what groups and countries are 
possibilities of expansion to be sought this year? Shipments of 
coal will be further reduced to the barest minimum, and 
bunkers sought abroad. Exports of iron and steel and wood 
manufactures are equally certain to be reduced below the 1946 
level. Pottery, textiles, leather and paper may possibly show 
a slight increase during the current year, but it would be rash 
to assume that they will be able to play any significant part in 
this year’s expansion, unless their manpower shows a remarkable 
expansion—and of that there is no present sign. This leaves 
the responsibility for achieving the export target to a limited 
group of manufacturing industries: machinery, vehicles, 
chemicals, electrical goods, non-ferrous metal manufactures 
rubber manufactures, cutlery and hardware. 

If it can be assumed that the relative export values of the 
main export groups will remain the same in 1947 as they 
averaged in 1946, then those industries which have already 





EXPORTS FROM THE UNITED KINGDOM—1946 COMPARED WITH 1938. 


Tasie I 
Exports by destinations shown as percentage E 
of total exports, calculated on a value basis. 
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TasBLe II 
xports by commodities shown as percentage 
of total exports calculated on a value basis, 
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Taste Til 7 
1946 Exports of certain commodities 
expressed as a percentage of 1938. 
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enjoyed a considerable export success last year, will have to 


ce a further increase, In fact, if other exports can only be 
maintained at the 1946 level, the “ expandable ” industries will 
have to increase their shipments oyerseas to a figure approxi- 
mately 85 per cent above last year’s level. Exports of 
machinery, particularly the smaller equipments, could expand, 
although they will hardly be sufficient to reach this target ; if 
they do, it can only be at the expense of urgent home needs 
for the products of this group. The shortage of metals alone 
will probably preclude any expansion in output in fon-ferrous 
metal manufactures and cutlery and hardware. The export 
“hopes” thus narrow down to vehicles, chemicals, electrical 
goods and rubber manufactures. If this group of industries is 
to carry the whole burden of the 1947 target, their own exports 
must expand to about 115 per cent above last year’s figures, 
But in none of these cases is expansion a certainty except 
perhaps in the case of rubber; its exports, however, form such 
an insignificant proportion of the total that it cannot possibly 
play the sole role in attaining the target. Steel supplies accord- 
ing to the “ Economic Survey for 1947” are only expected to 
be adequate on the assumption that there is no continued 
expansion in demand from the main steel consuming industries; 
that is, supplies are adequate for a restricted, not a full, demand. 
If exports expand, therefore, home industry must go without. 
The vehicle group requires large amounts of steel and in addi- 
tion other scarce materials like non-ferrous metals; the present 
restricted supplies of basic materials may well limit their pro- 
duction. The chemical industry is limited by its productive 
‘capacity as well as material shortages. The electrical group 
in addition to being hindered by the general lack of coal, non- 
ferrous metals and other materials, provides in any case only 
4 per cent of total exports so that it would be physically im- 
possible for it to expand its output on a sufficient scale to meet 
the export target unassisted by other export groups such as 
machinery and vehicles. Other limiting factors must also be 
taken into consideration. No priority system for export will 
insulate these industries from, at any rate, part of the conse- 
quences of the one-third deficiency in industrial coal supplies 
this summer. They will suffer at the very least from a dislocation 
in the smooth supply of components, spares and the thousand 
and ane “ bits and pieces ” which is the essential guarantee of 
balanced and efficient production. In addition, there are 
the problems of inland transport and: shipping, although if 


the goods are produced, these could be overcome by emergency 
Measures. 
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As regards the direction of trade, it is not merely necessary 
to increase the volume of exports; it is equally important at 
least to maintain the proportion shipped to the “ hard currency ” 
countries. In: 1946, 10 per cent of the chemical exports went 
to this area, just under ro per cent of the vehicle group, about 
8 per cent of machinery and less than 5 per cent of the electrical 
goods exports. Sweden and Argentina would no doubt be 
willing to take increased supplies of all these’ manufactures, but 
a large expansion in the American and Canadian markets is still 
problematical. 


* 


Statistics are not available in sufficient detail to enable any 
accurate assessment to be made of the increase in output per 
man-year in the “ex le”. industries, which will be 
required if the export drive is to have any chance of success. 
According to the “Economic Survey” the labour force in civil 
employment at the end of 1946 amounted to 18,122,000 persons 
and its normal increase in 1947, without special measures of 
recruitment being taken, would be at the most 1 per cent. Even 
if the 100,000 foreign workers which the budget assumes are 
set to work in British industry, the increase in the labour force 
would be remarkably small to provide the expansion in produc- 
tion which is envisaged. In any.case, coal-mining is taking ‘first 
priority on extra labour supplies, followed by agriculture and 
the textile industries. There is thus very little chance of the 
“expandable” export industries getting any considerable in- 
crease in manpower, without attracting it from other industries. 
The only method, short of a dramatic increase. in. production 
per man, by which increased supplies can be made available to 
assist the expanded export programme in 1947 is therefore by 
a further reduction in supplies for the home market. ‘That 
would be an unfortunate policy, and perhaps even a dangerous 
one, because the British public are already experiencing austerity 
conditions of great severity and further cuts might well. have 
direct repercussions on industrial efficiency and labour incen- 
tives. But unless productivity in the export industries can be 
increased greatly, from what other source are the required 
exports to be found this year? 

The conclusions to be drawn from this review are two-fold. 
Firstly, real doubt must be entertained whether the export 
target is within the realms of practical attainment within the 
current year. Secondly, any substantial increase in output can 
only be obtained by greater effort and better use of existing 
resources of manpower, capital equipment, and raw materials. 


Business Notes 


Summer Coal Budget 


Sir Stafford Cripps produced his ssomaiead coal budget for the 

summer months in the debate on the economic. situation on 

y. His figures were presented on a different basis. from 

those put forward in last week’s article on the. coal target, but 

essentially they fit into the same statistical pattern. The details 
of the budget are shown in the following table: 


SUMMER COAL BUDGET—MAY-OCTOBER, 1947 (mn, tons) 
Bracketed figures are for corresponding months of 1946. 


Stocks 8.000.544 10-0 (3-7) Other merchants disposal 1-2 (1-2) 
Fartthity ee 2 1 3 Lowe non- os 
BIEN 4 ts's's « :0.5:e . oastwise nee «omnes . 
Cole ovens hele ce $3 WOME, foc. och bs aebas t2| 6) 
Raa) aah | eee lien, 13 
Saad Aka s ‘ . Iron cok nd 
Miners’ coal... | 33 oe wae adie see eee YRC U9-9) 
. 21 aa 
a 12-8 (12: naa zw. 
Exports and bunkers........ 3-1 
i 
Oi) conversion ......-.6.6655 2-0 


89-0 (b) 
(a) Supping town gas. (6) Of which 83 mn. tons deep-mined and 6 mn. tons open- -cast. 


Its first feature is.that allowance of 10 million tons is made for 
building. up stocks during the summer months. The Economist 
last week suggested that at least 12 million tons should be added 
to stocks, and Sir Stafford admitted that he would prefer a figure 
of 13-15 million. The estimates made for gas and electricity are 
based on full industrial use “consistent with allocations of solid 
fuel to industry” and on continued substantial restrictions on 
domestic and non-industrial users. It is worth noting that these 
restrictions at present only apply to electricity. The Government 
are aiming at an average saving of 80j000.tons of coal a week on 
domestic and non-industrial gas and electricity this summer, but 
no final decision has yet been reached about how this is to be done, 
apart from the prohibition of domestic space heating. Indeed, 
Sir Stafford was only prepared to say that the Government might 
be driven mee the necessity of a domestic fuel rationing scheme. 

During the six summer months the estimate for savings from 
oil conversion has been pitched as high as 2 million tons ; savings 
have also to be secured from double bunkering abroad—at the 
expense of dollars—which reduces the estimate of 9 million tons 
per annum for bunkers given last week to about 7; millon tons 
per annum. 


Industry quite clearly emerges as a residuary legatee in the coal 
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loudget ; the amount of 17.6 million tons for current use is the 
difference between the estimated available inland supply of 89 
million tons and all other forms of consumption included in the 
table. Sir Stafford might well remark that it is unfortunate that 
when all other users have been cut to a minimum industry must 
content itself with what is left over; in fact the supplies for the 
iron and steel industry for industrial coke ovens and for all other 
industrial purposes will, according to his estimates, be exactly 
two-thirds of the total estimated requirements if industry ‘were 
running full out. The extra margin to ensure full industrial pro- 
duction is 8.8 million tons, and to achieve it would involve an 
increase of 10 per cent in available output during the six summer 
months. These figures conceal a strange contrast between the 
“planned” increase of 10 million tons in coal production this 
year, and the anticipated production during the summer ; Sir 
Stafford is, in fact, budgeting for 91 million tons, compared with 
an output of 94} million tons during last summer. If the projected 
increase in manpower in the mining industry can be secured ; if 
the number of face workers can be increased ; if output per man 
shift is increased and voluntary absenteeism reduced ; if the five- 
day week does not affect productivity adversely—if all these factors 
contribute during the summer there may be a chance of exceeding 
the target. But the revolution of thought which these things 
imply suggests that Sir Stafford may be wise to pitch his expecta- 
tions On a more modest plane even at the expense of throwing 
doubt on his own “ Economic Survey.” 


* a» » 


The Merits of 24 per Cent. 


Ever since the fuel crisis burst upon the country, investors 
have been awaiting a sign from the Chancellor of the Exchequer 
about his cheap money intentions. His brief intervention on Mon- 
day evening jin the economic debate ranged widely over the question 
of inflation and claimed thar any unrestrained inflationary out- 
burst matching that of 1918-20 had been successfully prevented. 
He turned finally to interest rates and cheap money—against which, 
he claimed, a “ certain agitation” has recently been conducted by 
“a mumber of persons,” including writers in the financial papers— 
and, he might have added, several of the bank chairmen. Here 
again Mr Dalton argued by historical analogy, rather than by 
present principle ; his promised explanation and defence of the 
cheap money policy in his Budget Speech should give a welcome 
opportunity for examining its full implications. 


oe 


Gross Repemetion Yrevps 











Stock and Redemption { 
Oct. | Dec. | April | May | Oct. 4 Feb. |. Mar. 
23, 4, | 1%, 14, | 17, 10, | 13, 
1945. | 1945 | 1946 | 1946 | 1946 | 1947 | 1947 
' i 
| | | i j 
SHorts :— £ s. aif s. a6 s dfs dif s. af s. alg s, ad, 
12% Exchequer Bonds, 1950 [115 0114 8112 #1111110 41 1 61 6 4 
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%, War Loan from 1952... [218-103 110210102 7 62 7 12 0°52 8 1 
3% Conversion, 1948/53..... 22 ? 8 51.16 101 14 LLL WL 3 7; 95 
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24% Nat. War Bonds, 1954/56 210 0/210 02 3 52 O112 2 2115 42 2 2 
3%, Nat. Defence, 1954/58... [214 7214 62 6 02 3 12 4 0116102 4 4 
3% War Loan, 1955/59...... 214 2215112 6 12 4 O2 4 3117 102 4 
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34% Conversion from 1961.. [3 0 43 110213 4211.32 2042.6 lo2 1 
24% Funding, 1956/61... ... i212 10215 92 4 372 4.6118 12 5 
3% Savings Bonds, 1955/65.. [2 18 6217112 7 92 5 62 § 9119 32 510 
Loncs -— 
3%, Savings Bonéls, 1960/70.. [2 19 103 0 0210 52 9 72 9102 4 5210 3 
24% Savings Bonds, 1964/67. fo... fae bonne | oe F 8 42°94.72 9 2 
3% Savings Bonds, 1965/75.. (3 0 53.0 4/2 12 ll 1210 42 6 5211.4 
3% Treasury Stock, 1966.... |... |"... |212 4211 5210 82 8 5213 0 
—_ Sart. dbase’ « 16 2215 3211 9211 3211 02 19 11/2 12 10 
Treasury from 1975* ... és sty “ie «1220 0210-1212 7 
i 





But, “to dispel amy uncertainties which may have ‘arisen in the 
City of London or elsewhere,” Mr Dalton reiterated:that he still 
regards 2} per cent and not any higher rate “as the appropriate 
long-term rate, in present conditions, for British Government 
borrowing.” He repeated also the references in his‘ Mansion House 
speech last October that the cheap money policy should continue 
to be resolutely pressed home. Perhaps it would be ufwise to make 
much of the omissions from his short discussion of ‘cheap money 
——though the abserice of any reference to any further cheapening 
of gilt-edged rates is not the first in his recent observations on 
cheap money. brant tae 

_The reaction of the City to the Chancellor’s further calling of 
his book has been significant. There was a time when Monday’s 
statement might have produced a boom in gilt-edged stocks. But 
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its effect has been the purely negative one of arrestin, and 
then only temporarily—the falling tendency, particularly in the 
“Jongs ” and undated stocks, where falls of up to 4 were cconded, 
The new Treasury Stock, whose 2} per cent yield for a m ninvun 
term of 29 years was described last October by the Chancellor g 
a “ reassuring thought,” fell as low as 95, before recovering to 994 
on Thursday. Evidently there are many investors who do ng 
share the Chancellor's views about the advantage of the lack of, 
final date. In their scale of calculations “long-term” meap 
redeemable at the latest by 1975, and not at Government 
thereafter. The accompanying table of yields shows thar => 
“middles” Mr Dalton is where he was last October before 
drive to established 2} per cent without a date. And in th 
“jongs” he is in a much less favourable position, ib 


Industrial Resumption tee 
Industry has now been running-in for varying periods up 4 
three weeks. But many firms are still working short-time 
to lack of fuel and components. Last week-end, new basic 
quotas were announced for industry. Instead of the So per com 
of original allocations which firms were allowed in theory imme. 
diately before the fuel crisis, quotas have been fixed at 33} per 
cent until May, which begins a new coal year. The only excep. 
tion is the iron and steel industry, which is to receive its full 
allocation as fixed on January 2oth. 

The first statistical hint of the cost of the shut-down come 
from the February iron and steel output figures. T. 
difficulties and a shortage of coal, especially of coking coal wh 
feeds gas to the blast furnaces at integrated works as well a3 
providing coke for pig iron production, combined to reduce pig 
iron production last month compared with January, from 150,n 
tons to 126,200 tons and steel ingots and castings from 2 ) to 
206,300. Corresponding reductions in annual rates of production 
in pig iron were from 7,806,000 tons to 6,560,000 tons and in 
steel from 12,470,000 toms to 10,726,000 tons—reductions of 16 
per cent and 14 per cent respectively. Compared with February, 
1946, the annual rate of output is down by 14 and 17 per cent 
in each case. These results are bad enough, but the effects of 
dislocation are likely to be reflected even more seriously in the 
March figures when they become available. Disruption in out- 
put indeed was probably at its peak just at the turn of the month. 
And steel, like other industries, is likely to be on short-time until 
improved weather and transport conditions allow even basic 
supplies of coal to reach the works. med 

Industry is now negotiating the terms on which double day- 
shift, night work and staggered working hours can be introductd 
in different industrial areas. Production is restricted by cod 
supplies, transport difficulties and shortage of electricity genera» 
ing capacity. ‘The changeover to summer time and improvemen 
in coal deliveries should enable firms gradually to expand’ 
output. But the ‘spreading of the industrial labour fore 
over a 16-hour day and a seven-day week is bound to be an inte 
cate and tedious process of negotiation between employer, 
workers, electricity supply undertakings and those larger tame 
port undertakings which have to cater—with difficulty, if at all— 
for a wholesale change in passenger movements. 


“* * x 


Second Thoughts on Guaranteed Stocks .‘ 

~ On Thursday last week the Standing Committee on the T 
port Bill turned, under the shadow of the gulictine, 10. 
compensation clausés—in particular Clause 16, which Mr 






as a basis for compensation, little emerged that was new. ‘This 
ground has been so trodden over since the, Minister of Transport 
issued the terms of compensation in advance ofthe Bill that i 


particular - 

controlled capital market suffused with cheap money the oppit 
tunity for reinvesting the sums received in compensation @ 
inevitably result in the hardship of reduced income. 8 

Mr Glenvil Hall confirmed the Government’s view—though i 

had long been self-evident—that compensation calculated by, rele 

ence to net maintainable revenue would have set any arbitrati® 

tribunal an intractable task. “To complete its work in anythit 
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at the present ume. ¢ i 

virtues which can be olaimed for. the method of compensation 
by marker values. The City does not, as Mr Hall suggested, 
accept the compensation method as being. the only one which is 
fair and reasonable—no consideration whatsoever has been given 
to any alternative scheme providing for annuity payments, for 
example—and the steadiness of the railway market since the com- 
pensation terms were announced adduces, for all Mr Hiall’s 
argument, no proof of that supposition. On one important point, 
however, the Government have given ground—and wisely. They 
are now prepared to issue a special type of Transport Stock to 
holders of London Transport 3 per cent guaranteed stock, 1967-72, 
which will carry, until the due date of redemption, the same 
guarantee as to principal and interest as the present stock. This 
ex gratia settlement—for the Chancellor of the Exchequer ‘does not 
admit that his legal case for breaking the guarantee on the termina- 
tion of the London Transport Board was defective—suggests that 
there is still some tenderness at Treasury Chambers. when charges 
of a breach of covenant are raised, In fact, Mr Glenvil Hall 
demolished the Chancellor’s case for him: “It is true,” he said, 
“that the stock was not based on the credit of the London Pas- 
senger Transport Board, but on that of the State.” The Govern- 
ment have indeed been wise 10 avoid the appearance of not keeping 
their bond, 

* * * 


Sterling Debt Talks 


The Eady-Cobbold mission returned home this week from 
its. strenuous labours in New Delhi, Cairo and Baghdad. They 
failed to bring back with them specific agreements on the sterling 
debts which they set out to discuss, but it would be wrong to 
deduce from this that their long journeys were in vain or their 
labours abortive. In the first place, the negotiations with the 
three countries they visited were never intended to be more than 
exploratory, though any opportunity of their development beyond 
that stage would no doubt have been eagerly seized: The talks 
will have been of considerable educative value, especially to the 
creditors. These should now be fully seized of the facts of the 
British economic situation and of the limitations on Britain’s 
capacity both to pay and to transfer any service on these wartime 
debt accumulations. 

Secondly, the long journeys of the British Mission will have 
provided the United States with clear evidence of the British 
endeavours to arrive at a settlement of the sterling balances, and 
thus to comply with the requiremens of the Anglo-American 
financial agreement of December, 1945. That is almost as im- 
portant an outcome of the talks that have taken place as the 
mutual enlightenment which they may have brought to creditor 
and debtors alike. In each of the three capitals the talks were 
not broken off but lef: suspended, to be resumed later. Little 
has been heard of the Iraq Government’s views on its sterling 
balances, but there is no mistaking the vehement protests with 
which any suggestion of scaling down has been received in India 


- and Egypt. It must be hoped that in all three cases negotiations 


will be resumed in the near future, for it would be most unsatis- 
factory to leave the availability of these large sterling balances in 
the present undefined and unsatisfactory position. 


x x * 


Indian Silver Embargo 


The silver market situation has been fundamentally changed 
as a result of the decision of the Indian Governmen: to place an 
embargo on imports of silver. That decision has at one stroke 
removed the principal mainstay Of ‘the market; for it ison the 
Indian demand for the metal that the market has for months past 
been depending. The operations which led to the Indian Govern- 
ment’s decision appear to have been the astute arbitrage opera- 
tions described in The Economist last week by which Continental 
interests (principally Belgian) contrived to buy silver in New York 
against dollars, and shipped it 10 Bombay. where, it..was sold 
against rupees which were then converted into sterling... Owing 
to, the substantial margin between. the. dollar and rupee. pages 
for. silver these operations—-to. which the term “washing” would 
seem. to apply better. than. “arbitrage ”—yielded.. substantial 
Profits. It is not clear whether the greater disapproval of these 
Operations came from British or Indian sources. ish authori- 
es could look askance on these silver deals because they involved 
the conversion of dollars into sterling at a rate of about $3 to the 
pound by the Belgian ators concerned. The direct result of 

Operations as far eh aon was concerned was to see Indian 
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sterling balances reduced (owing to the conversion of the rupee 
proceeds of these sales into sterling); and Belgian holdings of 
sterling increased. That may have been an innocuous enough 
movement, but it veiled the fact that if the Belgians, as the opera- 
tions indicated, were short of sterling and had dollars to’ spare, 
they should, in accordance with the spirit of Bretton Woods, have 
obtained sterling by selling dollars to the British authorities at 
the official rate. 

Whatever may have been the exact cause of the decision, the 
Indian embargo has for the time being removed the main prop 
underpinning the market and the New York price-has fallen this 
week from 86} cents to 77 cents per fine ounce. The price fixed 
for silver for essential users in London has followed. the New. 
York quotation to 46}d., but very little business appears to have 
been transacted. 

An interesting feature of the silver market is the continued drain 
of the metal out of China. Most of this outward flow is canalised 
through Hong Kong and has, in large measure, been finding its 
way to India. Despite currency chaos and political uncertainty 
in China, that country has ceased to be a magnet for silver. The 
metal “ lost face” with the demonetisation of 1935 and ii Chinese 
eyes has not recovered from that blow. One very practical reason 
for this is that silver is a decidedly bulky hoarding medium for 
a people subjected to such mass migrations as the Chinese have 
experienced in recent years. Something more portable and more 
easily hidden is called for in the circumstances, and thése alterna- 
cS ere been provided by gold coins and foreign notes, especially 

s. 


* 2 * 


End of Dual Control 


_ In June, 1944, the first steps were ‘taken towards unified 
government of the Stock Exchange, t end the system of dual 
control by which the Trustees and Managers had hitherto owned 
the building» and the Committee for General Purposes had 
governed the interests of members, The Trustees and Managers 
and the Stock Exchange Council have now. put forward a financial 
scheme intended to complete the unification. The scheme pro- 
poses that each of the 20,000 Stock Exchange shares, on which 
£36 has been paid up, should be converted into two £4 cumula- 
tive redeemable annuities. The property and assets of the under- 
taking will, if the scheme is approved, be owned by the Stock 
Exchange Council, which will assume responsibility for the annual 
payment of £160,000 to satisfy the annuities. The Council will 
have the right to buy annuities at any time and at any price in 
voluntary sale, and five years after the date of issue to redeem 
them at {100 per annuity. Since the annuities will not carry un- 
called liability or voting power (save on questions which affect 
the annuities themselves), it is proposed to allow non-members to 
hold them up to any amount. Members will not be required to 
hold annuities as qualification for membership. 

The annuities will be payable by the Council out of the net 
income of the undertaking, subject to the interest on the £250,000 
34 per cemt debentures now i 
the right of the Council to raise new funds for acquiring addi- 
tional properties or rebuilding the present premises,-.and they are 
amply covered by present Stock Exchange revenues. In 1938 the 
proprietors agreed to an amendment to the Deed of Settlement 
which enabled the Trustees and Managers to place to reserve 
additional sums from net revenue.. Thus the dividend: on the 
Stock Exchange shares, which had been as high as {15 and 
averaged £10; between the two wars, would after the 1938 amend- 
ment in any case have become mofe conservative. 

Younger members who purchased their Stock Exchange shares 
at high prices during the high dividend era may perhaps feel 
sensitive about the proposal to replace them by annuities ; if so, 
they would do well to recall the decisions of 1938. For. the 
moment, members, as distinct from. proprietors, are asked to ex- 
press: their views on the scheme to the Counail, and the reception 
generally appears to have been favourable. The Council will, in 
effect, acquire; out of future revenues, assets capitalised under the 
annuity scheme for £4 million. To have purchased these in any 
other way would. have involved writing up the property, and. the 
proposals, .which inevitablly imvolve. some elements. of .com- 
promise, holds a fair balance between members and proprietors, 
and concentrates complete control of finance upon the Council. 


* * * 


Falling Bank Deposits? 

Fate certainly dealt Mr Dakon a lucky hand this week. 
When he wanted to belittle the critics’ fears of a rising volume of 
money—which he coniemptuously dismisses as a “ statistical 


and subject further to. 
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phenomenon ”—there, beneath his nose, were the clearing bank 
figures for February, showing a violent reversal of the recent trend 
of bank deposits and one of the largest declines on record. These 
figures were indeed a statistical phenomenon. The Chancellor, 
in implying that this early swallow makes a summer, omitted to 
point out that its movements are most strictly seasonal. February 
is the only month of the year which, through the whole seven- 
year period of credit expansion, has always shown a substantial 
contraction. This year, moreover, the February statement was 
especially favoured, for the accident of the calendar, in conjunction 
with the banks’ new make-up rules, dated the previous statement 
as early as January rsth. Hence the latest statement, dated 
February roth, covered the very five weeks of the year in which 
the surplus of Exchequer receipts is largest—in the last week of 
February surplus was turned to deficit. It is dangerous to base 
long-term argument on such figures, however true it may be that, 
as the Budget at last begins to approach equilibrium, the curve 
of bank deposits will flatten out. 

The heartening feature of the February bank statement is that, 
at last, the effects of improving budgetary trends upon the banking 
position have not been obliterated by extra-budgetary operations. 
‘There are no other grounds for satisfaction. The fall in “true” 
deposits, by {90.7 million to £5,349 million (compared with 
£4,541 million twelve months earlier), is twice the fall for February 
last year. But the seasonal budget surplus, in the nearest compar- 
able five-week period, was no less than £187 million, more than 
double the surplus for the first eighteen days of January, in which 
bank deposits barely altered. Below-line expenditure was sub- 
stantial, but probably only a modest part was of a kind to require 
immediate bank finance. On the other hand, effective receipts from 
the dollar credits seem to have been large. Roughly £40 million 
was drawn upon them in the third week of February, so that the 
£54 million drawn at the year-end had presumably been exhausted 
(and thus had provided the Treasury with the equivalent in 
sterling) principally in the period covered by these banking figures. 
It is litthe wonder that deposits fell so sharply. 

Certainly, we are now passing out of the period in which 
Treasury deficit financing, as such, has put heavy strain upon the 
financial system, and the large reliance upon overseas borrowing 
will continue to give relief. But how far this easing of strain is 
reflected in bank deposits will depend partly upon the Chan- 
celler’s own policy. After the knocks which the gilt-edged market 
has taken during the past few weeks, there is no doubt that an 
attempt to hold fast to the original cheap money programme 
would require a lavish creation of money, and this would quickly 
obscure any declining tendency attributable to budgetary factors. 


. * * 


Builders’ Blackmail 


The building trade unions are up in arms against the rejection 
of their claim for increased wages by the National Arbitration 
Tribunal; their indignation is increased by the fact that the 
Minister of Health has decided to raise the price limit on houses 
by £100. The executive council of the National Federation of 
Building Trade Operatives has issued a statement, which is.not 
confined to expressions of regret and indignation, but which 
carries a thinly-veiled threat to the Government that “ it will be 
difficult to carry out the housing programme already fixed by the 
Government for the present year, now that the claim for improved 
wages has been rejected.” Is the Federation’s threat of “no 
houses more money ” far removed from blackmail? 


a ee — a peer we? + for an extra 6d. 
an hour for tsmen . an -labourers, would, i 
has been estimated, have cost about £65 muilion d 
would have entailed a great addition—how i 

dispute between the two sides—to the cost of houses. 
‘There may be industries in which a claim for higher wages 
might reasonably be justified as a spur to eecruit 


i 
: 


wage increase early 
clause in the agreement, to maximise . Tt is 
impossible to get any measurement of productivity in buildng, 
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but there is no evidence to show that last year’s ‘wage increaig 
was followed by increased production per man—on the , 
it seems that productivity is low by pre-war standards, even wheq 
due allowance is made for the special post-war difficulties, T 
unions have put off any decision about payment by results: 


their general attitude to piece work is distinctly hostile, 


il 


a? 


i 


it would undoubtedly provide an incentive to increased effort, 
Increased building production is not a matter for labour alone. 
much has still to be done to raise the efficiency of the building 
industry by the introduction of mechanical aids and labour. 
saving devices. But to concede the union’s d would: in 


crease the industry’s present difficulties beyond all bearing. 


aa 
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* * * 


Cloth to Lancashire 


The cotton textile industry’s chronic reconversion difficulties 
have been demonstrated again this week by the announcement that 
negotiations are afoot in Washington to import 50 million yards 
of grey cotton cloth from Japan into Lancashire, where a. 
be process¢d, finished and then re-exported. ‘oad 
Official hints have been expressed that the export quota of cotton 
cloth from home production in the current period cannot be main 
tained at the same level as in the last period of 1946. Fifty miffion 
yards of cloth from Japan may help to fill the gap and %> 
keep the finishing end of the trade better employed, but its 
contribution will not be very large. It represents roughly 
weeks of Lancashire’s production and one month’s exports ’¢ 
cotton cloth at 1946 levels. It could, therefore, be regarded as 
an offset to the immediate effects of the fuei crisis on production 
for export. ali 

As a short-term palliative to counteract the fall in Lancashire’s 
production, the scheme has some merits. While the sellers’ market 
abroad continues—and particularly in the colonies where finished 
Japanese cloth will find its readiest market—there are strong argu. 
ments for shipping cloth from Japan to Britain. In the longer 
run, more finished cloth exported to the colonies should mean 
more foodstuffs and primary commodities for Britain and world 


markets. But at has yet to be decided whether the cloth would 


be paid for in dollars or in sterling. If the unfinished cloth has 
to be bought against dollars, the only dollar receipts to which the 
finished re-exponts will give rise will be the eventual increase in 
the production of dollar-earning commodities such as tin and 
rubber which might result from a better supply of consumer goods 
in producing areas. Even on these assumptions the scheme will 
involve an immediate drain on Britain’s slender dollar resources, - 
Lancashire is now suffering from the full rigours of the. coal 
shortage. There are reports of mills spraying oil over their.om 
dumps to raise the calorific value, and of rubber tyres being 
as fuel. Now that basic quotas for industry have been fixed.at 
one-third of the original allocation instead of a half, the cotton 
mulls will for the next six weeks get slightly less than 50 per: 
instead of the 65 per cent of their original quota under. 
“Cripps” plan. Even if the new quota is met, the industry 
faced with a grave threat of curtailed production. Unless this 
setback to production is rectified as quickly as poses 
theoretically it should last only to the end of next month—it wil 
tend to overshadow the realisation among operatives of the long: 
term need for higher productivity. On this, the trade union % 
is Moving with extreme delicacy. After several meetings, dele- 
gates are to give further consideration to double-shift working 
under the Cripps re-equipment scheme next Sunday. abel 


* * * 


Chemicals from Petroleum 


The developments in ialised refining foreshadowed by 
then chairman of Shell Seadoo and Trading Company 
year have now been carried to an advanced stage of preparation. 
This week’s announcement by Shell Petroleum Cosqeny Soe 
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cost 
million pounds and is expected to be ready for uction 
this yeat or carly in 1948. O me how 
t a consequential reduction in imports from the 
¢s amounting to some 4 million dollars a year. In 
the company is extending its two ialised refineries 
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Manchester Ship Canal and at Shell Haven. At the 
is intended to double the present production of 
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synthetic soaps and other cleansing and wetting agents, while at 
Shell Haven an eventual production oe 30,000 tons of in- 
secticides, fungicides and other agricu 1 products is con- 
templated. 

The development of chemicals from petroleum—on which 
much work had been done in Germany before’ and during the 
war—has hitherto been left largely to the independent Manchester 
Oil Refineries Group. The new expansion schemes of the Shell 
Geoup will bring a welcome extension of the benefits of petro- 
leum research and enterprise. The range of chemical products 
which can be produced covers the widest industrial in- 
cluding paints and plastics, textiles, rubber, leather, chemicals, 
pharmaceutical and horticultural preparations, The raw material 
of the new plants will be provided from sterling sources and 
there should in due course be an opportunity for building a new 
export trade for Britain in products for which hitherto this 
country has been largely dependent upon the United States. 

Two additional points are perhaps worth noting: first, that 
the plants will be constructed almost entirely from British 
materials and second, that they will be an outstanding example of 
a combination of a large amount of capital with a very small 
demand upon manpower. The Government’s wisdom in ex- 
empting from duty hydrocarbon oils when used as raw material 
for chemXal synthesis is now apparent. 


* x * 


Australia and Bretton Woods 


Australia’s ratification of the Bretton Woods agreements and 
membership of the International Monetary Fund and International 
Bank are clearly foreshadowed by a majority decision of the Aus- 
tralian Parliamentary Labour Party recommending that this step 
be taken. This reverses a motion passed by the same body 
towards the end of last year, a decision which prevented Australia 
joining the Bretton Woods institutions by December 31, 1946, 
the dead-line for joining on “foundation member” terms. The 
recommendation to adhere was made subject to Australia being 
allowed to join as an original member, There is very little, other 
than prestige, involved, since Australia will not be one of the “ big 
five” and will not, therefore, be entitled even if she joins as an 
original member to nominate a permanent executive director, Any 
decision to change the articles and further postpone the dead-line 
will presumably have to wait till the meeting of Governors in 
London next September. By then, in view of what may happen 
in Moscow, it is possible that Russia will be prepared to join, and 
there is no question that the Soviet Union would also insist—and 
in this case with more solid reasons—on “ original membership ” 
terms. If things were to turn out in this way the Governors would 
no doubt prove amenable to a further change in the date. Aus- 
trakia’s imminent ratification will no doubt be followed by similar 
action on the part of New Zealand. 

The debate on the Bretton Woods issue has been long and 
passionate in Australia and, as the latest voting indicates, it is still 
a very live issue. The view which is about to prevail was well 
expressed by the Governor of the Commonwealth Bank of Aus- 
tralia in the following passage of the last annual report of that 
institution : 

In appraising the issue of joining the Fund or of remaining 

ar it, a a — wae be studied. No country —_ 

expec to e disproportionate sacrifices or 
yield up lightly some measure of control of its destiny to fresh 
mternational agencies which are as yet untried. Nothing is more 
certain, however, than that in this atomic world a purely self- 

Tegarding nationalism will be the. surest road to the destruction 

of all the things which constitute in the long run the real national 

interest. The basic fact has to be borne in mind that in economic 

Matters particularly, the countries of the world are mutually 

ent. Complete freedom of action is in reality quite illusory. 

Freedom to resort to currency ‘depreciation, to impose exchange 

controls, or to discriminate through various trading devices may 

er short run advan but, past experience indicates that 
other countries quickly follow suit in self-protection. No country 

Can expect to have it both ways. It is my view that by active 

pce eating in the International Monetary Fund, where she may 

Successful in obtaining a voice on the governing body, Australia 
would be playing her proper part in shaping the future and at 
same time safeguarding her own interest by helping to ensure 
that the problems of young and developing countries receive due 
_ Consideration by the larger powers. 
(‘That very wise counsel is at last being heeded. 


% x s 
Brazil’s Sterling | 
Brazil’s decision to suspend purchases and quotations of 
continues to excite a good deal of surprised, and even 
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angry, comment. This week the Chancellor of the Exchequer 
was moved to state in the House of Commons that the decision 
of the Bank of Brazil to cease buying sterling “ is regarded by the 
British Government as a contravention of existing arrangements ” 
and to add that the Bank of Brazil had been requested to resume 
such purchases. When asked whether the Brazilian move was 
not an atiempt “to browbeat the British Government over sterl- 
ing balances,” Mr Dalton replied that “if it is such an attempt 
it will not succeed.” Brazil’s answer to all this has not yet arrived. 

Meanwhile, more light has been shed on the preliminary dis- 
cussions which have been going on in London for the settlement 
of the Brazilian sterling balances which are now stated by Brazilian 
Quatters to amount to about £65 million. The discussions have 
covered the possibility of outright sales to Brazil of the consider- 
able British investments in Brazilian utilities... The offer of the 
Brazilian Government to pay £6,638,000 from. its sterling balances 
for the purchase of the San Paulo Railway has 
the British Government and discussions are proceeding in Rio on 
the additional amount due for the auxiliary assets. But 
Brazilians would like to spread the net of their purchases much 
wider. Discussions for the sale of the Leopoldina Railway are 
proceeding and other utilities under the hammer are Ceara Tram- 
way Light and Power, Para Electric Tramways and Light and 
Manaos Tramways and Light. The preliminary discussions 
between officials of the UK Treasury and the Bank of England 
and of the Brazilian Embassy have revealed great determination 
by the Brazilians to push a deal through. The shares of Brazilian 
utilities in London have been booming this, week ; but these are 
portents of little cheer for the national interest. They merely 
herald the sale of another external asset sacrificed in a war waged 
without counting the cost. 


& * * 


The Railway Chairmen 


The main topic of the chairmen’s speeches at this year’s 
annual meetings was bound to be nationalisation. Three of the 
companies set out in detail the reduction in income which will 
be suffered by stockholders when the compensation clauses are 
finally approved, and all the chairmen united in condemning the 
method of compensation and the principles of the Transport Bill 
alike. Sir Ronald Matthews in a particularly vigorous attack, 
declared that the Bill proposed to take ovér the transport under- 
takings of the country on terms “ which would bring a blush of 
shame to the leathery cheek of a Batbary pirate.” The other 
chairmen raised in gentler language points of equally effective 
criticism, and all fastened upon the absence from the Bill of any 
constructive principles by reference to which co-ordination of 
transport was to be secured. 

Another common theme of the speeches is the acute difficulry 
in keeping abreast of maintenance work. Indeed, the reports 
for 1946 show how acute the rolling stock and the permanent 
way position has become. The amount of light repair work on 
locomotives, coaching vehicles and goods wagons last year testi- 
fies to the extent to which the railways have been compelled 0 
“make do and mend” in order to keep services going. The 
Great Western had over 1o per cent of its locomotive fleet under 
or awaiting repair at the end of last year and 11 per cent of its 
coaching ‘vehicles. The LNER figures for locomotives under 
repair as shown in the accounts are more favourable, but 18 per 
cent of merchandise vehicles and 274 per cent of the coaching 
vehicles were out of service. The four companies together, used 
3.1 million sleepers and. 182,270 tons of rails on maintenance of 
permanent way—both figures are much below the normal, pre- 
war quantities—and arrears of maintenance work are accumulating 
faster than they can be made good, in addition to those which 
already accumulated during the war. 

Indeed, the next problem which may confront a harassed nation 
is the possibility of a breakdown in transport. Speed restrictions 
ee ee ee 
of coal will compel cuts in passenger services, not merely in the 
summer services, as announced by Sir Stafford Cripps this week, 
but also in existing services, from Monday next. These cuts entail 
a reduction in the present booked mileage (that is, mileage before 
deduction for recent outs in services owing to the coal orisis) by 
61,000 train miles, compared with a total of i two 
million train miles at presemt booked for the four companies. 
This, it is estimated, will reduce the available service during the 
remainder of the winter timetables by 24 per cent of the é 
service. The cut in the summer service, from June ist, will 
represent 10 per cent of the mileage worked in the summer of 
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1946, and is equivalent to a ceduction of 29 per cent compared 
with pre-war services. Railway passengers who suffer from thes¢ 
severe restrictions will hope at least that the railways will be 
ible to achieve the budgetted reduction of half a million tons 
in their summer coal consumption. 


> -~ * 


War Damage Value Payments ~— 

A Treasury Order, under the War Damage Act of 1943, has 
been issued to give effect to “the certain escalation” recom- 
mended by the War Damage Commission for value payments. 
These are due to be made during the course of the present year, 
and the report of the Commission was prepared as a matter of 
urgency for Treasury consideration, so that decisions conld be 
taken’ and preparations made by the Commission to settle some 
200,000 cases. The Commission found, not surprisingly, that value 
payments by reference to prices at March 31, 1939, were inade- 
quate, but they have declined to follow the precedent suggested 
by the Town and Country Planning Act of 1944 of giving differ- 
ential treatment to various categories of property. The special 
treatment of owner-occupier property in particular under that 
Act (1939 prices plus 60 per cent) in any case involves a differentia- 
tion between various ownerships interested in a property which 
would not be permissible under the War Damage Act. 

But the Commission have drawn a distinction between “ original 
value payments” (that is, cases where the damage has involved 
teral loss) and “converted value payments” (which concern pro- 
perties which would qualify for cost of works payment but which, 
in fact, cannot be made good'or rebuilt because of compulsory 
purchase). The original value payments, speaking with reugh 
justice, are due in respect of buildings which before the war were 
out of date in amenity and often peorly maintained. The Com- 
mission, therefore, holds that original value payments should be 
increased by 45 per cent only, while converted valne payments 
should be increased by 60 per cent (with a subsequent adjustment 
if payments under the Town and Country Planning Act are 
changed), These increases will carry. interest from the date of 
damage (less income tax) and the Commission hold tha; they will 
do substantial justice to claimants. They are certainly a consider- 
able improvement on the inequity of the original provisions of the 
War Damage Act, though it could hardly be claimed that they 
match the post-war increase in building costs. 


* 7 * 


Stewarts and Lloyds Expansion 


In drawing up its long-term development plans the steel in- 
dustry is showing a degree of activity unsurpassed by any other. 
The Steel Board now has before it a number of expansion schemes, 
which in two important areas at least—South Wales and the 
Midlands—call for a larger expenditure than was contemplated 
in the Iron and Steel Federation’s report on post-war development 
which was submitted to the Ministry of Supply last year. On 
present indications, the industry’s full modernisation programme 
will comfortably exceed the original estimate of £168 million. 

For example, Stewarts and Lloyds announced last week that 
their expansion programme, worked out in 1944 and written 
into the Federation’s report, has now been revised and enlarged. 
The original plan allowed for a 2§ per cent expansion in tube 
capacity, matched by a corresponding increase in steel] capacity ; 
this plan -has. been approved and construction is in progress. 
But the company has since revised its estimates of export 
demands for steel tubes, and finds that the new calculations 
justify nearly doubling pre-wat tube capacity and more than doub- 
ling steel capacity. ae eee 

In the Federation’s report, expenditure in the East Midland 
area (Northampton and Lincoln) .was put at 39.2 million. In 
order to provide the additional steel for the proposed expansion 
in tube-making capacity, the Stewarts and Lloyds revised scheme 
concentrates at Corby almost. the whole of the expenditure on 
new steel-making capacity which was originally to be installed 
in the East Midlands area, The company’s revised estimates 
of demand have, in addition, provided an opportunity to instal 
semi-finished Basic Bessemer steel capacity at Corby. The uming 
of expansion elsewhere in the Midlands will naturally depend on 
the Steel Board’s decision, which has yet to be. announced, on 
the Corby scheme. Financial details of the programme +have also 
still to be published. 

Priority for expansion at Corby would have two advantages: 
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Economies of production should follow the integration of expansion 
at one site—and if the company’s assertions are borne out by 


experience, capacity can be expanded more quickly by oF 


to the Corby plant than elsewhere. Presumably, accommodatig 
for labour would be forthcoming. The clear gain from a nating 
point of view in bringing steel capacity quickly into operation tg 
aid the export drive needs no emphasis. < 


* * t 


Rubber Price Trends 


The recent undertaking of the Malayan Government to Pfo- 
vide assistance for the rubber-growing industry is to be welcomed, 
Like the financial assistance recently offered to the Malayan tin 
mining industry for rehabilitation, the amounts to be made ayail- 
able to the rubber industry will be offset against any war , 
claims admitted by the Malayan War Damage Commission. The 
Government is to provide through the banks loans to a tom 
of £7,500,000 at 3 percent. This will be a welcome l 
of assistance to an industry which has been hard put to it w 
finance the restarting of production out of its own Tesources, 
and in some cases has been forced to raise special finance for this 
purpose. Pett ee 

Meanwhile the Malayan Government has replaced the former 
2} cent export duty per Ib. of rubber by an ad valorem duty on 
rubber and other vegetable products amounting to § per cent, 
Rubber additionally has to pay an extra’ } of ‘a-cent per Ib. basic 
duty, which in fact constitutes a levy for research purposes. These 
changes entail a net reduction of the former level of duty by abou 
3 of a cent per lb. The ad valorem. tax. is widely preferred 
any form of specific export duty, but even so, it is no satisfactory 
substitute for a tax on profits. Hence the completion. of the 
Malayan income tax plan must be awaited before the Malayan 
rubber estate companies can shed the more harmful consequences 
of present taxation arrangements. 3 


The trend of rubber prices in London suggests that Is. pet 
Ib. £0.b. may prove to be very close to the ceiling price for the 
commodity in this post-war period, although special sole erepe 
prices are at present still strongly advancing and have reached 
4s. 2d. per Ib. The opinion of the United States rubber manu- 
facturing industry is reported to be veering in favour of main- 
taining a total capacity for general purpose synthetic rubber of 
250,000 tons and to be willing to submir to Government control 
of mixtures. The arguments adduced in favour of this policy are, 
first, that synthetic rubber can be produced for two-thirds of the 
present cost of natural rubber, and that consumers’ goods made 
from it have a shorter life. American opinion is also attracted 
by the supposition that a large capacity for the production of 
synthetic rubber would check any tendency for natura] rubber 
prices to rise. These arguments contain a curious mixtute of 
defensive policy and special pleading. 


The United States Government is now empowered to continue 
the allocation and controlled use of rubber until March next year, 
but Government purchase of rubber will cease at the end of this 
month. Thus the amounts of natural and synthetic rubber 
in the United States will remain under Government control for 
another year. It would be surprising if, during that period, the 
price of natural rubber does not rend to decline in the direoto 
of the much-publicised all-in cost of general purpose synthetic 
rubber. And it is doubtful, in the longer run, whether any but 
the most efficient estates in Malaya and the Netherlands East 
Indies will be able to compete effectively against native output, 


given no restraint upon production. 


* x 2 


Record Building Society Advances 


It is at first sight remarkable that for a year in which the 
amount of new house-building for sale was restricted to the bare 
minimum, the building society movement should have 
record levels of new advance business and total assets, JW 
Building Societies’ Gazette for March gives figures relating © 
119 Societies, which show an increase in new mortgage advanets 
from £83.1 million to £161.6 million. The 1945 figure of advances 
for the entire movement was £97.2 million: it would seem 
therefore, that the totat advance “figure for’ 1946 for all societies 
will be of the order of £190 million—a prospective total whi 
exceeds the previous records established in 1936 by some £# 
million, The total assets covered by the representative sample o 
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Before fabrics can be dyed 
they need to be scoured 
and, even with soft moor- 
land water, this causes 
formation of lime-soaps 
which prevent proper 
penetration by the dye 
and make the result 
streaky and blotchy. 
Research has produced 
a chemical — Calgon — 
which removes offending 
lime-soaps, thus allowing 
the dye to operate evenly 
on every single fibre, to the 
satisfaction of the textile 
manufacturer and the user. 
\( * Calgon’ is a product 

of Albright & Wilson Ltd. 


ALBRIGHT & WILSON ro. 
Chemicals for Industry 


49 Park Lane, London, W.1. Works: Oldbury & Widnes 














ERI TE TES TR a ETS 


The truth 
game 


@@ Glad you like this sherry— 
it’s South African. 


It’s extremely good. I got 
some South African wine the 


as the Continent has in 
generations. 

Only certain wines, then ? 
So far. All are good, but not 


all are fine. The improvement 
is naturally progressive. 


Were South African wines 
well-known here before the 
preference twenty years ago ? 


Other day .... 
: Now you’re delving into 
A pom A ood wine, but not history. They used to be very 
eo quality. popular. But in 1860 Mr. 
Gladstone removed the Colonial 


Precisely, but why the dif- 
ference ? Preference and sent the South 
African wine industry into the 
wilderness. 


Is that likely to happen again ? 


I hope not. Imperial Preference 
has encouraged the South 
African wine growers to tre- 
mendous efforts, The British 
Government is not likely to 
twenty years ago. That bucked lead such an important Empire 
up the South African industry. Industry up the garden again. 


But why haven’t we tasted It *t make sense. 
such wines before ? 


Because really fine wines are 
oon cae Selectivity, ex, 
slow maturing. 
Africa has done as much in 
twenty years with some wines 


Well, this is a truly representa- 
tive South African wine. You 
see, though the Cape has been 
for centuries one of the world’s 
finest wine countries, it couldn’t 
compete in Britain with Euro- 
Pean countries until Empire 
wines got a duty preference 


You certainly can, 
and very soon, 
too.’” 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


(LONDON) LIMITED 


SC 









ESSENTIAL 
TO PRESENT-DAY DIET 


Imperative to your body’s welfare is an adequate 
supply of those essential vitamins, A and D. 
You can take these two in concentrated and 
convenient form in Crookes Halibut Oil. 
Nowadays, as much as during the war, this is 
a wise precaution against diet deficiencies. 
CROOKES HALIBUT OIL 
OBTAINABLE ONLY FROM CHEMISTS 


Capsules, per bottle of 25, 2/6; 100, 8/6 
Liguid, per phial, enough for 16 days 2/- 









IT PAYS TO INVEST IN 


MILNERS 


TESTED 


SECURITY 


MILNERS’ SAFES had a proud record 
before the war— 100 years of inviolability. 
But the war compressed centuries of search- 
ing trial into a short space of time—and 

LNERS emerged triumphant. Time 
after time MILNERS’ SAFES were re- 
covered from the debris of great buildings 
intact, and still preserving vital docu- 
ments and valuables; high explosives, fire, 
the devastating effects of air-attack— 
MILNERS’ SAFES withstood them all. 

We, at MILNERS, have always en- 
deavoured to construct our safes to with- 
stand treatment more severe than seems 
likely or possible. It has been Food 
beyond doubt, that MILNERS’ SAFES 
thoroughly deserve their world-wide 

utation for absolute security. 
"Whatever the risk, the long experience 
of MILNERS in combatting it, is avail- 
able to all those who are responsi- 
ble for safeguarding valuables. Our 
Technical experts are always ready to 
discuss any problem which you may 
encounter. 






Milners are specialists in the 
manufacture of steel office 
and factory equipment of 
every description. No 
modern business can afford to 
overlook the advantages of 
this equipment — it is so con- 
structed as to give long service 
and promote efficiency in 
every office and factory. 
Each article that carries the 
name of Milners has behind 
it a world-wide reputation 
for quality and reliabilicy firse 
established by Miiners’ Safes. 









































A record of ACHIEVEMENT in 
security from 1939 to 1945 

Here is positive evidence of the 
reliability of MILNERS’ eeeees 
in a recently ished 

let. We shall be to 






58, HOLBORN VIADUCT, 


Telephone: CENtral 0041/5. 
Telegrams: Holdfast, Cent, 








send you a on application. ; Factories: 
Just atk for Booklet B.9. Telephones Hante Cross 128016. 
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COMPANY MEETINGS 


LONDON AND NORTH EASTERN 
RAILWAY COMPANY 


INJUSTICE OF TRANSPORT BILL 
SIR RONALD MATTHEWS'’S VIEWS 


The ordinary general mecting of this 
company was held, on the 7th instant, in 


on. 

Sir Ronald W. Matthews, the chairman, 
im the course of his speech, said: After 

oviding for all fixed charges and payment 
m full of dividends on the Guaranteed stocks, 
the directors recommend the payment of 
final dividends of 2 per cent..om the Four 
per Cent. First Preference stock and 2} per 
cent. on the Five per Cent. Redeemable 
Preference stock (1955). This leaves a 
balance of £2,407,874, from which the 
directors recommend the payment of a final 
dividend of 23 per cent. on the Four per 
Cent. Second Preference stock, making with 
the interim dividend of 1 per cent. already 
paid, 32 per cent. for the year. 


OPERATING DIFFICULTIES 


There is no disguising the fact that 1946 
has been a difficult year from the railway 
a of view, Operating difficulties have 

n increasing almost daily throughout the 
year, and I am sorry to say have been used 
most unfairly, I might say uascrupuiously, 
im certaim quarters to bolster up the case 
for nationalisation. Railwaymen who have 
been giving of their best to keep the wheels 
moving and to provide -adequate services 
for trader and traveller will not readily for- 
give the Chancellor of the Exchequer for his 
slighting and ungracious references to the 
main-line companies in and out of the House 
of Commons. 

THE TRANSPORT BILL 

Historical Background—My..Lords, ladies 
and gentlemen, I now approach the question 
which is uppermost in the minds of all of 
us to-day, the future of transport, in general 
and of the railways in particular. The 
Government, backed—or perhaps I should 
rather say pushed—by a large and not too 
well-informed majority in the House of 
Commons, has decided that the transport 
services of this country can best develop 
under the inspiring direction of Whitehall, 
and as you are aware, a Bill to achieve this 
objective is even now being rushed, with a 
enerally associated with panic, 
arliament. 

I do not think that I exaggerate when 
I say that no major measure has ever re- 
ceived so lukewarm a reception from those 
whom it is supposed to benefit. It is in fact 
a thoroughly bad Bill. It achieves j 
which cannot be achieved by other and less 
festrictive methods. It clogs the wheels of a 
developing industry. 


In 1938 the financial difficulties of the rail- 
ways arising from unfettered road haulage 
competition had become. so serious that the 
railway companies addressed a memorandum 
to the Minister of Transport, popularly 
known as the “ Square Deal ” memorandum, 

manding the right to compete on com- 
pletely level terms through the abolition 
of the vafious statutory restrictions applied 
to railways, As a result of this approach, 

L were with representa- 
tives of the road haulage industry and:also 
with the national associations representi 
the most important users of transport, 
provisional . agreement . was r fer a 


ae re oe Loe s hy PO BE a 


& 


ae AS AIS 


simplification of the charging system, together 
with a relaxation of the legal ooligations 
on the railways, coupled ‘with certain safe- 
guards to prevent cut-throat competition, oF 
exploitation of particular industries which 
were dependent on rail transport. — 

The Transport Advisory Council, to 
which the Minister had remutted the sail- 
ways’ memorandum, reported in favour of 
the introduction of legislation to give effect 
to it on a modified basis, and it seemed as 
though the railways were at last in sight of 
obtaining a real commercial. Magna ta. 
Unfortunately, the war intervened before any 
steps. could be taken to give effect to this 
tecemmendation. 

The next and most important de 
was the constitution on January 1, 1945, of 
the National Road Transport Federation, one 
of the constituent bodies of which is the Road 

Association. It then became pos- 
sible for the first time for the railways to 
open discussions with a truly representative 
body on the road transport side. 

As a result of the discussions, a step of 
major importance was taken in July, 1946, 
when a scheme for the co-ordination of all 
road and rail freight transport services was 
agreed and submutted to the Mimister of 

ransport. 

The main provisions of the agreement, 
were, briefly, that road hauliers would under- 
take the obligations of a public service to 
provide reasonable and, where appropriate, 
regular services, and to accept any. traffic 
within their capacity to carry. ~A- Road-Rail 
Tribunal would be constituted to settle 
standard cofiditions of carriage; the classifi- 
cation of merchandise and correlated road and 
rail rates schedules. Railway collection and 
delivery services and other road services 
would be organised on a co-operative basis 
to ensure their most economic use, and the 
railways undertook to arrange the provision 
of express railway wagons for the sole use of 
the road hauliers on selected routes. 

The transport users would thereby be left 
entirely free to Choose the form of transport 
most suited to their business, including the 
absolute right to carry their own goods in 

ir own vehicles. The dangers of a trans- 
port monopoly would thus be completely 
avoided. 


CONSTRUCTIVE PROPOSAL REJECTED 


The transport industry had a right to 
expect that constructive proposals of this 
nature would bring a sympathetic response 
from the Minister of Transport, but his ob- 
servations on the proposals were not forth- 
coming for three months, when he dismissed 
them in the following words: “I have 
studied the Memorandum, but the Govern- 
ment have other plans as to the solution of 
the problem.” 

This somewhat summary pronouncement 
was followed in November by the publication 
of the Transport Bill which, as is already 
well known, contains no indication of any 
sort or kind as to the manner in which the 
Government intend to deal with such funda- 
mental questions as the correlation of road 
and rail rates, the classification of goods and 
the future basis of charging. And yet the 
Government never cease to proclaim that 
nationalisation is justified in order to obtain 
co-ordination. ; 


. "To-day then we are confronted with this 
vast measure: of nationalisation, without any 
preliminary’ examination 
Situation as it exists to-day. Th 


ea: 


CE Sa 


__have set aside all the equited. 
these assets back go thie codon, 


for” 


an impartial inquiry before any irretrievable 
: eps were taken—a request pi forward not 
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but by all the principal industrial 
tions of ‘the country—was in fact 
aside by the Minister for the still unexplained 


reason that “ iries could be ” 
Dangerous Sneleaa le I cak 
suggest to the reputa ' Karl Mor 
wae decided eighty y ; 
conditions t ex t 
be adonalised xs 
Be that as it may; <1. Say Once 
there is no justification ‘Ww 


arbitrary mannér in 


most intensive soci Seesure 

sented’ toa free democratic 

Te a: rte ‘easor 

demand careful ‘i ve. examination 

clause by clause—is being foreed through 

House of Commons. Every day’s dis 

indeed, emphasises the need for an inquiry of 

the widest charact€r‘before_the future of 

transport is decided. “ 
COMPENSATION TERMS 


Before I turn to consider the demerits ’ 
the compensation which the if 
have sly tossed to the railway 






stockholders, I like to deal with the 

suggestion made by of the 

Exchequer, that “ the Government was taking 

sat, Ca SE a dase 
a i 

nation.” It is Dalton his = 


the railway to restore their assets 
to the same condition in which they 
were at the of wat. He 


ignores the fact that the railway companies 
bring 








invested it in Government securities. 
Mr Dalton is well aware that he is 
to acquire these Goverriment securities 
with the physical assets themselves. 


z 


smartly run examples.of public 
tion such as food offices, Labou: 
and Inland Revenue offices, and let him feas 
his eyes on their tasteful modern appoint- 


ments. 


Now with regard to the actual 
tion terms proposed by the Clonciiaane 
adh mer, course, two main oO 
the basis for arriving at the total compens- 
tion value; second, the method of payment 
of this compensation value 
The total compensation value of the Rai- 
Way securities is taken as the Stock 
quotations, averaged over six days in Noven- 
ber, 1946, or alternatively the mean of the 
mid-month quotations for the six month 
February to July. inclusive, 1945 ; 
The Minister of Transport has put for 
ward no reasoned argument to justify 
quite arbitrary valuation, although the 
cellor of the Exchequer has attempted ® 
defend it by arguments which I can onl 
describe as disingenuous. : 
Although it must be some months befor 
railway stockholders know the fate whic 
may await them in this connection, the che 
money policy of the Government fills & 
with apprehension that it is intended © 
enforce drastic cuts in the income of sto 
holders. In the case of the main line com 
Panies, the bulk of neatly one million p> 
Prietors are either executors, institutions 
small investors who have saved. to’ provid 
an income in their old age, or for # 
dependants. All these ordinary folk 
with the possibility of : 
per cent. cut in their present incomes 
railway stocks—a severe loss at any | 
but crippling in these days of rising pm 
It is not too late to recover the gm 
chat g berate em a 
fom every member of the y' 
the temporary sacrifice of much that is ca 
« fortable and: pleasant. ; But «the. ot a 
~ Which will avail us nothing is the d 
the blood of iindustey ¢-ithe dreary altat 
Karl Marx < 14 


The report was adopted. a 
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SOUTHERN RAILWAY: COMPANY > i/«: 
COL. ERIC GORE-BROWNE’S CRITICISMS! ‘OF ‘THE 
7 .. TRANSPORT *BILE #650 | The 


The annual general meeting of the 
Southern Railway eee was held, on th 
éth instant, in London, W., Col. Eric Gore- 
Brown, DS.O., OBE, TD, ADC. 
(chairman of the company), presiding. 

The Chairman, after an extaustive survey 
of, the past year’s working, said: . - 


THE TRANSPORT BULL 


I now come to a Consideration of the 
Transport. Bill, And before I examine its 
terms I wish to make some general observa- 
tions. At the annual general meeting last 
year I accepted one challenge and issucd 


another. You may remember that we had 
been told by an eminent spokesman of the 
Government that “It is up to the 


nationalisers; to prove their case that there 
will be public advantage by nationalisation.” 
I said 

@) that your Board accepts the challenge 
to prove the case for private ownership be- 
fore any impartial committee oz commission 
which the Government may think well to 
appoint and charge with the duty to examine 
the efficiency of the Southern Railway. 

and (ii) that your Board ‘challenges: the 
Government to prove that by nationalisation 
of surface transport a better or cheaper ser- 
vice will be given to the public or that the 
salaried or wages staff will be better off. 

I said also that it is a principle of English 
justice that a man is held to be imnocent 
until he is proved to be guilty, and I asked 
whether it was unfair to claim the same privi- 
lege for a public utility company with our 
record 


But the truth is that our existence in our 
present ownership violates a political doctrine 
of one of the Parties in the State, and for 
that reason and that reason only the noose 
has been placed round our necks and we 
approach the scaffold without having been 
given a hearing in our own defence. 


PRIVATE ENTERPRISE IN ITS FINEST FORM 


I have always thought the Southern Rail- 
way represented private enterprise in its 
finest form. I doubt: whether the British 
Transport Commission will be capable of 
inspiting in its staff that sense of trusteeship 
of its good name and that pride of member- 
ship which we on the Southern Railway 
have always cherished as one of our greatest 
assets. 

Now ever since 1939 our officers have been 

upon to give unceasing and exacting 
service and the period since the war has been 
hardly less exacting than the war years 
themselves. The re-establishment of peace- 
ume facilities in the present “ worse than 
war” conditions has taxed them to the 
utmost. 

The uncertainties and problems of this ill- 
conceived measure are adding a burden 
which enly those of us who are closely 
associated with them can possibly estimate, 
and'it is a burden which they ought not 


t be called upon to carry at this critical time. 


if our country’s history. 
“And this Bill is followed by the Economic 
for 1947 which, after ‘stating that 


oF 


ee ys miles of ale oe that 
‘y ate sull carrying .ne million: ton 
miles, compared. with 326 million.1om miles 
& Week in the summer before. the. war, to sa! 


of a steadily increasing. number. of 
a gocs on .to. allocate, to. railways. 


4 fp of. 15 per.cent,..of the country’s 


capital-cquipment programme and to reduce. 
‘manpower by three thousand... _ 


"5 THE ROAD-RAIL SCHEME” 


. As you all know, the railway Gorripartes; 


' Conjunction. with the road .operators, have 


uring the war the railways carried: nearly. 


produced ‘a scheme of co-ordination < which, 
while not claiming to solve all problems, does 
meet most of the objections to the present 
system of transport in this cquntry and, at 
the same time, preserves the healthy com- 
petition which, in my view, is vital to effi- 
ciency. We claim that -this scheme is the 
best yet put forward and. that no better ane 
is likely to. emerge unless. the: whole. maiter 
1s rematied to a thorough inquiry by the finest 
brains which this country.can produce... It 
18 significant to note that our scheme has 
received the wholehearted support of the 
traders who use the tramsport system. And 
it may. be thought that any Goverament 
would at least have studied the scheme. put 
forward. as it-was by experts, and would not 
have dismissed it with the cold and confident 
rejoinder, “ We have other plans.” -Very. well 
then, what are those plans? We have the 
Transport Bill, but the Bill as it stands solves 
no. transport problem. In effect it passes 
these problems to five men to be: appoitited 
by the Minister, and they are to be men who 
have bad “wide experience and ‘shown 
Capacity in transpert, industrial, commercial 
or financial matters, in administration or in 
the organisation of workers.” If you leok 
round the boards of the main line railway 
companies you will, I think, find that~ all 
these qualities are already represented. 


Is this a plan? And is this the time? 
This country surely has problems enough 
and. burdens enough to carry in its’ fight 
for existence without adding to these prob- 

and to these burdens a complete 
upheaval of transport which, in my view, 
must follow for many years to come if this 
Bill becomes law. 


Rehabilitation is an immediate necessity 
if this country is to survive ; nationalisation 
is an experiment which may or not be worth 
while considering when the battle for sur- 
vival is won. 


DICTATORIAL POWERS OF THE MINISTER 


After mentioning various of the powers 
the Minister would have under the Bill, the 
chairman continued: He has numerous 
powers, but TF think I have mentioned 
enough to show that he has, in effect, dicta- 
torial powers over the whole transport of 
this country. 


Since the Ministry of Transport was 


formed in 1919 there haye been no less than 
sixteen Ministers of Transport. Continuity 
of policy is essential to success in any great 
undertaking, and picture to yourselves the 
position of a future Minister of Transport 
armed with these vast powers and subject to 
all the uncertainties of political life. His 
position is: transientvand his power immense 
—surely an impossible combination. 

The argument of its supporters is that if 
there is to be a monopoly, it should be a 
public one. Our reply is that there ought 
not to be a monopoly at el!. The road-rail 
scheme, to which I have already referred, 
not orify leaves the “C” licence holder the 
right to move his’ own goods in his own 
vehicles if he wishes to do so. but also ledves 
everybody. else. the, right to chouse between 
road and rail which he. may not be. able. to 
do under the Bill. 

“A democratic Government must. conduct 

its. economic planning in a manner which 
preseryes.the maximum possible freedom of 
choice to. the ind vidual, -itizen,”. I quote 
again from the Economic Survey for 1947. 
It is difficult to reconcile the Transport Bill 
Ce ee cod ais 
“The chairman conchidea hy criticising the 
compensation clauses of the Ri 


The report and accounts were upahimously , 
adopted. 7: pee Lychee 


395 
SCOTTISH. WIDOWS’. FUND 


REVIVAL OF NEW BUSINESS 


The one hundred and thirty-third stated 
annual meeting of the Scottish Widows’ 
Fund’ and ‘Life Assurance ‘Society ‘was’ held 
in the Society’s Head Office, Edinburgh; on 
the 11th instant, Mr F. H. N. Walker, chair- 
man’ of, [the | ordinary ‘court of’ direttors, 
presiding. (LatTinvil 

The chairman, in moving the adoption of 
the report and accounts, in the course’ of his 
speech said: A year ago I said that for the 
society the end ofthe war meant that: we 
could turn our theughts to reconstruction 
and development, and I am now able to 
i a marked’ revival of new «business. 

y has shared fully in the enhanced 
volume of business, and new assurances were 
completed during: 1946 amounting: to’ prac- 

C 000, after deducting sums re- 
assured with other offices; This creates « 
new record for the society considerably: in- 
advance of the highest figure recorded before 


the war, which was about £5,250,000 in the 
year 1938. 


In addition, we have arranged a consider- 
able number of staff pension schemes. There 
18 a widespread movement among employers 
to make adequate provision for pensions 
to their employees and the introduction of 
the National Insurance Act has helped to 
stimulaie the movement. are many 
advantages to be gained by arranging schemes 
with an assurance society, and our expert 
staff will always be ready to advise those 


— contemplate some provision of this 
ind, 


INTEREST INCOME 


_ The interest income before deducting 
income tax is higher by about £100,000. In 
spite of the further material fail in interest 
Tates which took place during 1946, the 
average rate of interest on the whole of the 
assurance and annuity funds was £4 17s. 9d. 
per cent. ‘This is ls: 8d higher than-in the 
previous year: and:practically the same as 
the rate in the year: 1942, when» the funds 
were some 10 per cent. lower. ‘The rate, after 
deductien of imcome tax, has increased by 
2s. 1d. to £3 10s.. 10d. pet cent: “In - view) 
of the fact that there. was an ‘-addition -of 
about £2,000,000 to the funds to be invested 
on current terms, Lb think you will agree that. 
this is'a most satisfactory result. 


The assurance and anquity funds for the 
first time if the society’s history stand at over . 
£40,000,000. The balance sheet shows how 
these large funds are invested, and again the 
society has followed its traditional practice 
of stating in the balance sheer that the assets 
stand at or under market selling prices. The 
substantial reduction during the year in the 
rate of interest on Government securities 
naturally brought about a considerable rise 
in the marker. values of stock exchange 
securities in general. This has increased the 
maigin betwéen the market value of our 
stock exchange investments and the value. 
at_ which they stand in the balance sheet. to 
a very large sum.. On the other hand, ‘it. 
has added still mote to the difficulty of find- 
ing.a remuferative outlet for, the society’s 
growing funds’ Our policy ducing the yéar 
is. reflected. in..important changes in the 
balance sheet. Gevernment securiti¢s and 
€eltitics  guarantecd urder the “Trade 
Facilities Acts are about, £3.750,000 less than. 
the figure at the end of 1945. Preference 
stocks. ace higher. by almost c¢xacily the, 
amount. of the reduction. in. Government 
securities, while ordinary stocks ate up by. 
about £2,000,000.. It can b:,said, therefore, 
that the amount realised by the sale. of 
Government securities, together with the in- 
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crease in the funds over the year, has been 
invested in preference and. ordi stocks, 
giving « higher yield. The incfeased average 
rate of interest earned on the whole funds 
is largely the result of this policy. 


In conclusion, may I say that, although 
there are many uncertainties ahead, the 
society is well placed to meet them. In the 
opinion of the directors, its financial position 
is stronger than it has ever been. 

The directors’ report and the accounts, as 
audited, were adopted unanimously. 


JOHNSON AND PHILLIPS 
LIMITED 


INCREASE OF CAPITAL APPROVED 


An extraordinary general meeting of 
Johnson & Phillips, Limited, was held on 
the lith instant, at the istered office of 
the company, Columbia ‘ouse, Aldwych, 
London, W.C., to consider a _ resolution 
increasing the capital of the company from 
£1,000,000 to £1,067,000 by the creation of 
67,000 new ordinary shares of {1 each. 

Mr G. Leslie Wates, J.P. (chairman and 
managing director), presided. 

The secretary (Mr Alfred B. Adam), 
having read the notice convening the 
meeting, 

The chairman said: Gentlemen, In recom- 
mending to you the resolution which has 
just been read by the secretary, it will not 
be necessary for me to speak at length. 

The story is very simple and. straight- 
forward and is fully set out in the circular 
letter accompanying the notice of the present 
meeting. Our nominal capital has been at 
the figure of £1,000,000 since May 2, 1935. 
The issue of 200,000 shares, bringing the 
total issued capital up tc £1,000,000 was 
made in November, 1946. at the price of 
£3 5s. per share. 


CLOSER LINK WITH TELEGRAPH 
CONSTRUCTION COMPANY 


The idea of a close link with the Tele- 
graph Construction & Maintenance Com- 
pany Limited, is not new and has been 
within our general policy for many years, 
but has not hitherto taken a specific form. 
The desirability of a closcr link has arisen 
from discussions between the technical 
staffs of the two companies, who found that 
each would be able to contribute quite a 
lot in knowledge and skill to the business 
of the other, and that we should mutuaily 
benefit by the exchange of technical and 
scientific information and knowledge of 
factory work and experience. Your directors 
felt some hesitation in approving so intimate 
an association of mutual assistance in the 
absence of some financial link between the 
two companies. Accordingly, after some 
discussions, and with the advice of Messrs 
Deloitte, Plender, Griffiths & Company, the 
basis of exchange of shares was decided upon 
as set out in the circular letter. 

Each company will maintain its present 
identity, commercial contacts, trade names 
and general trading arrangements so that 
the tradition and goodwill which exist in 
both these old and well-established com- 
panies will remain unimpaired. The con- 
sent of the capital issues committee has 
been given to the exchange. 





LEYLAND MOTORS LIMITED 


A YEAR OF GREAT ACTIVITY 
OVER-FLOWING ORDER BOOK 


MR C. B. NIXON ON THE 
TRANSPORT BILL 


The annual general meeting of Leyland 
Motors, Limited, was held on the 12th 
instant at Leyland. 

Mr. C. B. Nixon, the chairman, said: 
The year which closed on September 30, 
1946, was one of great activity. Nevertheless, 
as a result of spasmodic and chronic short- 
ages of almost everything, and of irritating 
frustration, we failed to realise what we 
planned, and to maintain the level of output 
reached earlier in the year. Many of the new 
models could not be marketed until towards 
the close of the year, and our medium series, 
of which a large output is planned, and for 
which our new factory at Farington, now 
approaching completion, is being built, can- 
not be released for several months. 

Our export deliveries have been dis- 
appointing, and our quora has not been 
reached for a variety of reasons, the chief of 
which is that what is made as standard to 
comply with the peculiar regulations in force 
here is not generally acceptable overseas. 
Special models have to be designed and built, 
accentuating all supply difficulties. Shipping 
space and packing materials are also di it 
to secure. 


NEW ORDERS CONSTANTLY ARRIVING 


Our order book is overflowing, and new 
orders are constantly arriving. “The demand 
would suffice to keep us fully engaged for a 
long time if we could be assured of material 
supplies and political stability. We realise 
we are in a seller’s market, but we have done, 
and will continue to do, everything in our 
power to maintain stability of prices which 
should ensure permanent business. 


We now operate a five-day week of 44 
hours. Production per £100 of wages is 
definitely not what it ought to be. Recent 
national statistics confirm that, generally, pro- 
duction per worker is considerably less than 
it was pre-war. The recent fuel crisis brought 
us to a complete standstill for several days 
and has drastically curtailed, and continues 
to affect, our supplies and production. 


The net profit for the year is £378,159 
against £380,588, and the Ordinary dividend 
is provided at the previous rate of 15 per 
cent. It is to be paid on the new issue made 
since the accounts were completed, as well 
as on the original £900,000. 


On account of the development policy pur- 
sued by the board, the cash resources coe 
becoming depleted, and the need arose to 
secure ial permanent capital. Your 
board took action in this matter at a very 
appropriate time, and you will be interested 
to learn that the issue proved a great success, 
“Rights” offer. A plications” for surplus 
. ts” offer. icati or s 
shares amounted to f 03,936, nineteen times 
the amount found to be available, causing, 
I am sorry to say, some natural disappoint- 
ment. 


GOVERNMENT’S METHODS 
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ownership of transport anywhere in the we 
has brought about economy or a . 
standard of efficiency ; available evidence runs 
all the other way. ; 

The Dinietes ta.chacgo-et te Sine 
only within artificial conditions of. th 
Minister’s choosing, since he is specifically 
taking powers which will enable him to lead 
the price of one means of transport to sub 
sidise another and to fix charges compelling 
one type of user to subsidise another, 


POSSIBLE ADVERSE EFFECT 


The Bill concerns this company directly 
the adverse effect it might have on ib 
efficient and convenient inter-works trans 
port. As parents of the cruiser tank group 
during the war we built up a system o 
inter-works transport which was so neces 


sary and so. efficient that we wer 
permitted to operate it outside th 
National Transport Pool. Conditions ate 


similar to-day, and although we have an ind: 
cation from the Ministry of Transport tha 
the Commissioners will have power to gram 
us a licence to exceed the limited range of 
activity, there is no provision in the Bil 
which compels them to do so, and the Gom- 


of sabotaging the national system. 


A number of large and efficiently organised 
industries in this country operate their own 
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TEMPERANCE © PERMANENT 
~ “BUILDING SOCTETY ° 
RECORD YEAR 


Mr. CYRIL W. BLACK ON SOCIETY’S 
PROGRESS 


The ninety-third annual meeting of the 
Temperance Permanent Building Society 
was held on the 6th instant at the Caxton 

1, London. 
ve Cyril W. Black, J.P., F.S.L, F.A.L, 
chairman of the society, in the course of his 

sh said: The year which has recently 
closed and is now under review has witnessed 
further outstanding progress in the history 
of the society and the achievement of a 
number of new records. 


LARGE INCREASE IN ASSETS 


The total assets amount to a new record 
figure of £17,557,308, a figure exceeding any 
previously achieved by a margin of no less 
than £5,676,240. The great imcreases year 
by year in the amounts due to shareholders 
and depositors are an eloquent testimony to 
the continued and increasing confidence of 
the public in our shares and deposits at a 
medium of safe and profitable investment. 


APPLICATIONS FOR MORTGAGES 


The mortgage advances completed during 
the year amounted in the aggregate to 
£6,156,070, exceeding the previous record 
figure by a margin of no less than £1,217,005. 
Reference to the mortgage asset in the 
balance sheet reveals that approaching 90 
per cent. of the total amount advanced on 
mortgage is in amounts of not exceeding 
£3,000 each, and it cannot be too strongly 
emphasised that the great bulk of our money 
is invested in mortgages on houses of 
moderate size and moderate value for which 
there is always likely to be a consistent and 
steady demand, I desire to emphasise that 
notwithstanding the large volume of mort- 
gage business transacted, your directors have 
not relaxed in the slightest degree those rigid 
standards of prudence which it has always 
been their custom to observe. During the 
year applications were received for mort- 
gages of an amount of upwards of 
£10 million, and such was the careful 
scrutinv to which these applications were 
subjected that the total amount actually 
advanced represents less than 62 per cent. of 
the total amount applied for. 

Turning now to the profit and loss account, 
I would remark that after providing for all 
liabilities and for interest due to investors, 
the balance of profit for the year was 
£114,364, to which has to be added the 
balance brought forward from the previous 
year and a transfer from war damage indem- 
Riles reserve. Your directors are gratified 
at-having been able during the year to make 
additions to general reserve fi of £100,000 
adto contingency fund £10,175, as we have 
ever attached the greatest importance to the 
Piogressive strengthening of our reserves. 

our cash and investments total nearly 
three and a-half million pounds, we may 
fairly claim a satisfactory degree of liquidity. 


TRIBUTE TO MANAGEMENT AND STAFF 


I cannot conclude this review of the past 
year’s work without paying a suitable tribute 
© our managing director, Mr. Ronald Bell, 

bd to every member of the society's staff. 

have had many difficulties with which 

to contend, not the least of which are the 

tlmost intolerable Testrictions to which every 

“4 of ee SctiViCY j A to-day, 

hey . have uitt ves. most 
excellently, ee Nadie otaadis ak 


THE OUTLOOK FOR BUILDING SOCIETIES 


‘The Uncertainties to which F referred last 
Year &s ‘making it more than usually difficult 
10 forecast the shape of things to come are 
still with. us in an aggravated form, and the 


future conunues to be. dominated by political 
rather than eConomic factors.” I’ repeat my 
conviction that the man who desires to pur- 
chase his home is equally entitled to be 
catered for in the scheme of things as the 
man who prefers to be a tenant,’ Nothing 
has contributed more to the political stability 
of this country than the facilities for house 
purchase which have enabled millions of our 
ciUiZens. 10” the owners of their own 
homes. The present tendency to discourage 
the thrifty is, I believe, a passing phase and 
not a permanent trend, but it can and is 
likely to do much harm before the process 
is reversed. Attacks and discouragements 
levelled at the building societies are un- 
deserved and contrary to the principles . of 
Wise statesmanship. We believe that the 
building Society movement has yet a wider 
contribution to make to national well-being, 
and so we carry on, confident in our destiny. 


. .The report and statement of accounts were 
adopted. 





THE SCOTTISH LIFE 
ASSURANCE COMPANY, 
LIMITED 
RECORD NEW BUSINESS 


The annual meeting of the Scottish Life 
: Company, Ltd., was held, in 
Edinburgh, on the 12th instant. Sir Tain 
Colquhoun, Bart., of Luss, R.T., DS.O., 
chairman of the board of directors, presided. 
‘In moving the adoption of the. annual 
report and accounts, he said: Since our 
meeting last year the company has lost 
through death the late chairman of the board, 
Sir John Lorne Macleod, and also a former 
general manager and director, Mr. Lewis P. 
Orr. Sir John was the finest type of High- 
lander, a faithful son of his clan, an out- 
standing figure in the national life of our 
COMBEEY; ane a capable a weil-loved leader 
our td over a long period of Ss. 
Mr. Orr’s. death severs the last direct tink 
with the foundation of the company in 1881. 
He joined the service at that time, and 
during his association with the company he 
saw its funds rise from the original £50,000 
to over £10,000,000—remarkable progress 
for which Mr. Orr himself was in great 
degree responsible. 


A TRULY REMARKABLE INCREASE 


The net new sums assured during the year 
show a truly remarkable increase, and at over 
£3,000,000 constitute a record for the com- 
pany. That nearly four times as much new 
business was written last year as jn 1945 
teflects the return from the Forces of so 
many members of our energetic and capable 
Field Staff. Practically all have now come 
back to us, and it is with keen pleasure that 
I note how quickly and well they have 
adapted themselves to civilian life. 

1946 has been a really good year, and one 
of the most satisfactory features is an in- 
crease of 11 per cent. in the net renewal 
premium income from £609,000 to £676,000. 
This is easily a record for the company. 
Naturally, as a result of the return of our 
men from the Forces, and of the very large 
increase in the new business, the items 
“Expenses of Management ” and “ Commis- 
sions” show a substantial increase. When 
these afe properly allocated between new 
business and old business, however, the 
separate expense ratios for 1946 show no 
appreciable increase, as compared with pre- 
war years. One effect of this rise in expenses 
and commission is to reduce the fate of 
income-tax borne by the Life Fund, which 
is taxed on interest less expenses. This is 
largely responsible for an increase in the 
net rate of interest from £3 5s. 5 per cent. 
to £3 10s, 2 per cent. 


_ |. MARKET VALUE OF ASSETS 
Last year, my predecessor mentioned that 


the. market values of our assets were in the 


te greatly in excess of the figure at 
which they. stood in the books By. the end 
of 1946,.this margin of appreciation had— 
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naturally, in view of matket conditions— 
thow’l a atthe very large increase. This 


is by;no@ means an; unmixed blessing from 
®ur point of view, because these same condi- 
tions have brought about a considerable 
reduction in the rate of interest which can 
be earned on new investments. 

This state’ of affairs is to some extent 
masked in the 1946 accounts, partly by in- 
creased dividend distributions on. certain 
of our existing holdings, and partly by the 
lower effective. rate of income=tax; but it 
gives cause for. some concern, and in com- 
mon with many. other life offices we are 
increasing our premium rates for new 
assurances in the very near future. 


1947's GOOD START 


For the company, 1947 has begun ver 
well; the flow of new proposals rs ie 
creased still further, The need for life 
assurance is being more and more réalised 
by the general public, and certainly our Field 
Staff Jose no opportunity of emphasising 
alike its necessity ‘and its benefits, ‘There 
18 no more foolish saying than that which 
we sometimes bear: “Ohi Life Assurance 
is a gamble!” On the contrary, the man 
who fails to provide adequate fife cover is 
gambling with the lives and careers of those 
who are dependent on him. Death comes to 
us all, and strikes when least expected, as 
the records of many of our claims have 
shown. 

The times through” which this country, 
and the world in general, are passing ate not 
happy. In difficulty and prosperity alike 
life offices have @ great task to carry out 
and a great trust to fulfil, The task, 10 
convince the public of the need for protec- 
tion of dependants; the trust; to ensure that 
such protection is.a real thing. 
respects I can say 
ing its full part. ; 

The motion having been seconded by Sir 
Thomas Clark, Bart,, the report and accounts 
were adopted. 


In. both 
that our company is play- 


CONSOLIDATED MINES 
SELECTION COMPANY, 
LIMITED 


DIVIDEND OF 21} PER CENT. 


The fifty-first ordinary general meeting of 
this company will be, held in London on the 
18th instant, 

The following is an extract from ‘the 
circulated statement of the chairman, Mr 
S. S. Taylor, C.M.G., D.S.0.:— 

With reference to the company’s assets, 
the balance sheet shows that those having 
a London Stock Exchange quotation were 
valued in the books of the company at 
£859,232,- whilst. the market value as at 
December 31, 1946, was £2,332,018. In 
order to ensure that no quoted holding 
appeared in the books of the company at a 
value higher ‘than the ‘market valuation at 
December 31, 1946, it was necessary in a 
few cases to provide small amounts from 
current profits for the purpose of writing- 
down: ‘The unquoted investments stood in 
the books of the company at £36,829. 

Revenue from dividends and interest was 
approximately: £9,000) higher than in the 
preceding year. This was partly due to the 
increased dividend paid by Rhodesian Anglo- 
American, Limited. The revenue from other 
sources was also approximately £12,000 
higher. ie 

The net profit for the year was £122,844, 
to which has to be added the balance 
brought forward from 1945 of £37,923, 
giving an amount of pee. The 
directors recommend a dividend of 21} 
per cent., equivalent to 2s. 1}d..per 10s. unit 
of stock, less income tax at 9s. in the £, 
leaving 1s. 2.025d. net. After paying the 
proposed: dividend for. the .year 1946. 
providing -for..the directors’ additional 


z 


remuneration, there will remain the sum of 
£34,799 to be brought into the accounts for 
the current year. 
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CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


RECORD FIGURES 
MR V. A. GRANTHAM’S REVIEW 


The ninety-third ordinary general meeting 
of this bank will be held at 38 Bishopsgate, 
London, E.C., on the 26th instant. 

The following is an extract from the state- 
ment by the chairman, Mr V. A. Grantham, 
circulated with the report and accounts :— 

Further progress has been made during the 
past year in reopening agencies in countries 
which wer: occupied by the Japanese. There 
now orily remain to be opened our agencies 
in Kobe, Yokohama, Sourabaya, ‘Tongkah 
and Canton. That means that we have now 
very nearly a complete picture of the bank’s 
position, The balance-sheet shows a general 
expansion, the total reaching the record figure 
of 118,174,870 6s. am increase of 
£28,128,960 Ns. 3d. over that of last year. 

On the liabilities side, the major increase 
js in current and other accounts, the figure 
being {22,849,522 higher. This increase has 
been achieved in spite of the fact that we 
have had to revalue our position in four 
different currencies owing to falls in the values 
of the guilder, the tical, the Indo-China 
piastre and the Chinese dollar. Acceptances 
on account of customers also show a welcome 
increase of £2,167,752, reflecting the greater 
use by our clients of this method of financing 
overseas trade. The increase in notes in cir- 
culation arises out of an expansion of our 
business in Hongkong. 

On the assets side, our cash and Govern- 
ment securities are up £5,743,431 and 
£7,026,856 respectively, while advances are 
up £11,040,066. The first two items show 
that our liquid position has been well main- 
tained, and the third item is eloquent testi- 
mony to the extent to which we are assisting 
our customers and taking our full share in 
the financing of world trade with the East. 
An inctease is also shown in the item for bills 
of exchange ; 

The fall in the item for bank premises is 
partly due to the allocation made out of profits 
last year and partly to a revaluation of several 
of our properties in foreign currencies. 


PROFIT AND LOSS ACCOUNT 


After making provision for bad and doubt- 
ful debts and taxation and a transfer to con- 
tingency account, the pe for the year 
amounts to £378,632 12s. 4d. If we had 
made up our accounts as we have always done 
until now, and shown all dividends paid or 
payable on a gross basis, this profit figure 
would have appeared as £425,882 12s. 4d.; 
that is to say, an increase over last year’s 
figure of £99.618 19s. 6d. We have still 
many outstanding items to clear up as the 
result of the Japanese occupation of our 
branches, and to a large extent this is due to 
the moratorium that still operates in various 
countries, but we have made substantial pro- 
gress, and I would repeat my opinion that 
we are fully provided against all war -losses. 
Our working .costs everywhere have risen 

substantial 


dividend without further delay. I mentioned 
last year the need for an increased annual 
allocation to both pension and widows’ and 
orphans’ funds, and your directors feel that 
this year a further special allocation should 
be made to those funds. They therefore 
recommend that £100,000 be added to the 
pension fund and £10,000 to the widows’ and 
orphans’ fund. They also recommend that 
£100,000 be allocated to premises account. 


IMPORTANCE OF EXPORTS 


In Great Britain, the year under review 
has been a year of increasing trade, and a 
great deal has been done, although much 
more remains still to be done, toward supply- 
ing the markets of the world with British 
goods, 

Much attention has been directed to the 
loss of earning assets abroad, sacrificed during 
the war years to enable Great Britain to 
continue her struggle to the full, and this 
loss can only be made good by increasing 
the output of industry and devoting additional 
capacity to exports, facts already receiving 
the tullest publicity and widely recognised. 
But physica! exports require large supplies of 
raw materials, and Britain, with few of these 
available within the country, must increase 
physical imports in order to increase physical 
exports, which are no longer augmented by 
considerable exports of high-quality coal, 
which in the past assisted so greatly in 
balancing Britain’s external economy. 

It is doubtful, however, in spite of the 
spread of knowledge regarding the economic 
aspects of this country’s position, whether it 
is yet fully. recognised what a great contribu- 
tion to the British trade balance depends 
upon the efforts abroad of British shipping, 
imsurance and banking, all leaders through- 
out the world in their own respective fields, 
consuming mo raw materials and asking for 
no favours. If to their efforts be added the 
efforts of our merchants with world-wide con- 
nections, who brought to the free markets of 
Britain in London and Liverpool the pro- 
ducts of the whole world, and while earning 
the reward of their labours in bringing the 
world’s buyers and sellers together, placed 
the widest choice at the disposal of our own 
manufacturers and consumers at integrated 
Prices, the importance to this country of re- 
establishing freer world trading will doubt- 
less be appreciated, for on this depends, in 
some measure at least, the continued develop- 
ment of these world-wide services by which 
this country has been so well served in the 
past and to which this bank has made a well- 
defined and worthy contribution. 


siderably stre the structure of 

bank, and T°feel not only that we can be 
happy inthe result of our past efforts, but 
that we can regard the future with quiet 
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INTERNATIONAL |»: 
COMBUSTION, LIMITED 


EXPANDING OUTPUT 


The thirteenth ordinary general i 
of International Combustion, Limited, rs ; 
held, on the Iith instant, in Mr 
G. R. T. Taylor, the chairman, Presiding, 

The following is an extract from his state. 
ment circulated with the report: — : 

Your directors consider the results for the 
year ended September 30, 1946, justify the 
recommendation of a final dividend “2a 
per cent. and a cash bonus of 5 per cent, - 

With the exception of the slight set-back 
last year due to reconversion problems, our 
output continues to expand. I am pleased 1 
report a further considerable e sion of 
our work in hand, which has rea a new 


The following is an extract from the state. 
ment by the managing director, Sir George 
Usher, which was also circulated :— : 

The tremendous amount of research and 
development work which your company has 
done in developing the most 
methods of utilising fuel is reaping its j 
reward and the o nities that lie 
us are immense. e have a vast num 
orders on hand and the unfulfilled 
book is more than ten times as great as when 
I last addressed you. Many of these orders 
are for export. 

Aberdare Cables, Limited, in which-we 
have an interest, has formed a subsidiary, 
South Wales Switchgear, Limited; both 
these companies are growing at a highly 
gratifying rate, and proving a real contribu 
tion to the vexed problem of absorbing the 
surplus labour in South Wales. In conjunc. 
tion with Powell Pa ig | cap, we have 
taken an interest in the Rhymney Engineer- 


ee adopted and resolutions 
report was and r i 

to split the ordinary shares and convert them 
into stock were passed. 4 


POWER SECURITIES 
CORPORATION, LIMITED _ 
PROBLEMS FACING THE COUNTRY 


The twenty-fourth annual general meeting 
of this company was held, on the 12th instant, 
in London. 

Mr William Shearer, chairman and 
managing director, said that in spite of the 
disturbed condinons of the year under 
review, the business of the corporation had 
continued steadily and the accounts showed 
satisfactory 
aaon to £128,312, an increase of 

Parliament had under consideration a Bill 
for the nationalisation of the clectricity 
supply industry. That was of special umpot- 


tance to the corporation and its a 
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Statistical Summary 


GOVERNMENT RETURNS 
For the week ended Mar. 8, 1947, total 
ordinary revenue was {70,068,000 against 
ordinary expenditure of £101,435,000, and 
jssues to sinking funds £570,000. Thus, 
including sinking fund allocations of 
16,586,954, the deficit accrued since April 
i is {397,445,742 against £2,004,745,000 for 
the corresponding period a year ago. 
ORDINARY AND SELF BALANCING 
REVENUE AN AND D_ EXPENDITURE _ 


| poi into the 
| Exchequer 








fe thousands) 
Esti- eee ee” ae 
A A 
Revenue _ e oy | Week | Week 
1946-47) 40 to | ended | ended 
Mar. | Mar. | Mar. | Mar. 
9, 8, 9, 8, 
| 1946 | 1947 | 1946 | 1947 
DINARY Fe 
REVENUE 
ome te 


‘1111000 1249987 1055195, nes 35,767 
5 de ahs kahit © or eee 61,37' 9 65, 300 


Li ekaebes 3iB000 3308 Soar? 578; 325 
reall 309,011 10,888 cane 


anions laerenpeeert saponin —grenabete 


Total Inland Rev. 1686000 1888152,1633795| 65,180, 47,962 




















Customs. .......-! |'595,000: / 533,295) 571,835) 10,724, 11,202 
Excise .......-5. | 592,000, 514,800, 545, } Aer AM 2,395 
ta G Customs & ie teed sit 
Be wai. 1187000, 0480051117235, 14, (14,319) 13,597 
634, 397 
ses 110 
Receip' a 700 
Receipts from 930}. 870 si 
Toans ..| 15,000 5g om 23 80 8 | “or 
Miscell. Receipts... 22,000) 66,452) 48, 65) 7,211 
Total Ord. Rev. . . 3261300, 3061592! |3058672, 40,783) 70,068 
Seur-BaLANc | 
Post Office... ... 123,300: 109,800 121,600 1,800) 2,000 
Income Tax on! 
BPI. Refunds... ee hint és | 2,079 
MBAs... hmaabarisielsmssdilealas 2,583 74,147 14,147 


Issues out of the 




















Servi 8,000, 1,713, . 7,07 
Tetahis; 2. | 568,000! 466,157 564,385 8,366) 7,653 
Soyply Services «353408 - 3534043 4984035 2875146, 15,100 18.100) 98°782 
Toth... -. 4102043 505019313439531 81,466 81, 

‘0. & Brdcasting 123,300 108, 
Income Tax on | 

EPT. ss | 2079 
Total... laa 25343 5159993 3708820 83,266 105514 


‘ increasing Exchequer | balances by 
‘Oo to £3,096,531, the other o Stone. 
Dat week linertoag the gross National 
bY £43,556,694 to {25,468 million. 
, rahe IN DEBT (f thousands) 





Treasury 45,203 | 3% Done ce Bonds, 1,625 
Nat Savings Cérts 2300 | > &, Nat. Defence 
: Bas... 2,383 
_ Tax. Reserve Certs. 19, 
Internat teteees Treasury Deposits 30,000 
Wen hie 5 4,955 
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Va. 38,465 
: 94,246 : 50,689 
loo ding £1,258,000 paid off on maturity. 





weeks. 
Mar. Ist es Savings 
amount of £436,075,000 been repaid. 


NET ISSUES ( thousands) 


P.O. and Telegraph .......... hws Wile 94 Ga aca 
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TREASURY BILLS 
(£ millions) 


Treasury deposits to a maximum of £150 million. 


NATIONAL SAVINGS 
CERTIFICATES AND 23% BOND 
SUBSCRIPTION 


6,750 | Totals 
to date |* 1,704,070 








BANK OF ENGLAND 
RETURNS 


MARCH 12, 1947 


ISSUE DEPARTMENT 





£ 
Notes I : | Gove. t. Debt. .. 11,445,100 
In Circln. . .» 1,385,402,734 Other Govt. 
In Bankg. Securities .. . 1,438,272,350 
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BANKING DEPARTMENT 
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Other Accié.sy. 94,610,481 32,115,050 
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412,138,279 


squer, Savings Banks, Commissioners 
Dividend Accounts. 





412,138,279 


* Including Ex 
of National Debt 
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(£ millions) 
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THE ECONOMIST, aac 


THE MONEY MARKET.—Supplies of short loan funds in the mo ay million. Official tenders for bills increased at last week’s tender 
market have been more exiguous this week than last despite the grad total applications: rose £246,280,000 at the preceding tender, 
tailing off of revenue payments and the reduced amount of Treasur vey £287,040,0000 As a tithe market's allotment was cut from 63 
bills which the market took up. The reduction in the aan of ban 

cash is evident from the Bank return which shows a fall of £29,591,000 | 
to £289,359,000.in bankers’ deposits. , Net repayment of floating debt | 
this week amounted 40 £9,000,000; the whole of which was in respect 
of TDR’s. Tre eamrey bill pays ments and maturities balanced at {170 


volume of available money, somewhat below the. requirements 
market and recourse has Had to be made to the special buyer 
bought March bills on a moderate scale throughout the week wa 
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societies in the Gezette’s computation increased from {£7rr making directors part-time appointments. 
million to £757.8 million ; this increase in turn suggests that the it 
total assets of the movement are now about £875 million com- * Rite: 
pared with £823.7 million in 1945. vl te 
Only one of the 119 societies recorded a fall in ‘new mortgage A further $200 million was drawn this week on the US lined 
business dast year, but no fewer than 81 reduced their investments, credit to Great Britain. “ This drawing brings up. the total $0 far 
while against the 73 which increased their cash holdings, 45 drawn to $1,100 ‘million, At this rate of $1,100 million in eight 
showed a reduction. Investments in fact fell by £13.6 million, to months, the $3,750 million line of credit would last for just over 27 
£184.7 million ; the great increase in mortgage advances last year months and would be exhausted by November 1948, 
was therefore financed to ‘the extent of about one-sixth by the 
liquidation of investments. Unfortunately the Gazette’s figures * 
ae not “She it errr 2 a and deposits but if the be- 
viour e i uilding Society is representative in this 
respect—total share and deposit fiinds incrbased by only {1,000,000 , Lhe Powell Duffryn group have created’ a subsidiary, 10 te 
128.7 million’ dur : known as Powell Duffryn Technical Services, to act as independent 
to £128.7 1 during the year to January 31$t last—it would (gametes 008 aaistane, Tie Green cee ae 
Se, . 


seem that the main source of finance for last yeat’s active mortgage 

advance business ‘was largely provided by heavy repayments on aa Santi : tilisation. ‘The Group will, of cour 
existing mortgages. Since the net increase in mortgage assets Cory Brothers and other subsidiari ane eidingn 
of the 119 societies last year was £59.1 million, compared with sended to aipetemnénr tie jaries. new su ae 
cues sition sivence’ Haring Ox Te, the Satie: Covioner ; uppiement the general work carried out by the 
Gazette reaches the conclusion that repayments are maintaining ae 
the high rate of recent years and that a substantial shortening ee rene te ey ae one 

econom > muning echnical research 


of the mortgage period—probably by some years—is taking place. : 4 : 
Clearly, the record volume of mortgage advances fast year, company has now lost its coal mines and is developing its 


which was secured on transactions in existing house property, °° Co#l derivatives. It may also be prepared to back the 


ot 


largely reflects the rise in property values. Tenants of rented « :~ : = seo 
houses have been ready to purchase, partly to assure a: roof over ’ investment for opening up new coal deposits. mere 
their heads without paying an extravagant premium for posses- ie a8 

sion. The bulk of new mortgage business of this kind is likely or aval ies 
to have been tramsacted at prices which discount the rise in oe 
current building cosis, but make no concessions to excessive , Ph€ estimate of the Australian wool rok 

scarcity values, Neem hi con ere eee conse F 


Shorter Notes with the initial estimate of 3,000,000 b 
Sieh chase iol, pissonne! et she aesbcnatidend: Bork ox Re-. ee 


construction and Development is the appointment of Mr Greisam anticipated, Inoreases are recorded ect Cnainly = bred 


Towers as Canadian executive pidcutive directine th the Siete of Mr R. B. wool) and South Australia (where | 

alia the broader of meri | 

Bryce. eS Towers remains Governor of the Bank of produted). Last year's clip totalled 2,895,391 of which 7). 
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The Tough Line 


EN days have passed since President Truman, standing before both 

Houses of Congress, launched his 400 million dollar rocket in the 
direction of Moscow.’ General Marshall, who presumably knew it was 
coming, was equalled in composure by his fellow Foreign Ministers, 
who did not. They must be congratulated—especially Mr Molotov—on 
resisting the temptation to disperse and take cover, or at least to.show 
themselves nervous and irritable in their set debates on Germany. In 
the conference room, they have held with admirable tenacity to the 
problem they came to discuss; how much they will talk together off 
the record remains to be seen. But their first: reaction was the right 
one ; Mr Truman’s rather melodramatic gesture was neither so significant 
nor so dangerous as it sounded. It takes a Senator Taft to ask for an 
official opinion whether there is risk of immediate war as a result. There 
quite obviously is not. 

There are, however, circumstances in which another such speech, 
followed by the arrival of an American task force in the Eastern 
Mediterranean, might be as inflammable as was Emperor. William’s use 
of his cruisers. It contained bold and far-reaching words; the full 
significance of which can hardly be estimated until the Greeks and 
Turks have spent the dollars and received some of the advisers, supplies 
and equipment for which Congress has been asked. About Greece, 
Mr Truman said that the situaticn is one “‘ requiring immediate action ”; 
about Turkey, that its integrity “is essential to the preservation of 
order in the Middle East.” He was fully aware, he said, of the “ broad 
implications involved” if the United States helped these countries. It 
should be done “ primarily through economic and financial aid,” which 
he would not recommend “except that the alternative is much more 
serious.” (Both the President and the Secretary of State had already 
explained privately to leading Congressmen their view of the alternative.) 
Then, in broad terms, recalling the forgotten Atlantic Charter: 
“Totalitarian regimes imposed on free peoples, by direct or indirect 
aggression, undermine the foundations of international peace and hence 
the security of the United States.” Those who point out that all this 
had already been many times said by President Roosevelt forget that 
he was speaking either to a nation at war or to governments that seemed 
bent on war. President Truman spoke to a world in which the only 
great Powers are allies; it was the timing and the manner of his 
declaration that were disturbing, not its content. 

Those who fear the Americans as enemies will find nothing worse 
in the speech than the phrases quoted ; those who fear the Americans 
as friends will find them challenging enough. The former will comfort 
themselves, the latter perplex themselves with this thought: that if the 
President of the United States has to use such solemn tones and such 
bold claims to persuade Congress to lend money and send advisers to 
the Greeks and Turks, then the American people have not begun to 


- understand the international responsibilities claimed for them. If they 


have to be roused to half-méasures of foreign policy by speeches claiming 


world leadership, how many speeches will have to be made, how many 
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dangerous challenges thrown out, to maintain their support for 


Power Pact stretching into the next century? 
The speech before Congress can hardly be separated from prosperity is bound wp with that of other Peoples. 


the apeech delivered in Texas five days ecanlicr ; it caises the . 


s stiems abeut the relation between American claims and 

Aniicad performance. In “Texas Mr Tmaman usged his It can, ef course, be argued, that President S romesiy speech 
Ceumtrymen 40 realise that their political sélations. wath other . ‘Was something mene than an ro sheok C 

countries could not be separated from their economic relation- Out of their campaign to cut down military a relief expendi- 
ships, that their economic policy must be above party, that they TUNE. It may have been aimed over av? page at Mr Stalin, 
could dead the world to economic peace by accepting the rules a have been part of a plan am sat aurea 
oe ee nly se iascatinn 0b ect: agreement with the Russians on a definition of 


ring to receive larger imports from 
wg “The Sica of the an atid: Vital interests, to clear up the beet and ambiguous 
“We are the giant wf the ecomentic werld. Whether we like drafts of Yalta and Teheran. The speech then appears in a 
it or not, the future pattern of ecenomic relations depends on 2¢W aoe eee ee is not sacred, bet 
ws.” We can jeed the cpuems ae. SoMnEeN _ - we camnot allow ¢hanges in the status pix? in violation of the 
we can plunge them inte economic war.” Only towards the = 455524 Nations Oharter by such methods as coercion, ar by 
end came the sober assurances that “ sarifis will not be cut such subrerfuges as political infiltration, 
across the board,” that “freer tade not free made” would This is language which the Russians witl understand; i it does 
be the slogan, Jarger markets the objective. Mr Truman did, net bring in that contentious word “democracy.” It covers 
not mention the escape Clause which each American tariff agree- . the werld and net a particular part of it; it deals with power 
ment must contain, or the new procedure and public discussion politics and not with political conceptions. It draws.a line which 
en tariff agreements which the ‘Repubticans forced on him as the Russians are told they ican cress emly at grave risk. ‘Read 
the price -of a bi-partisan trade policy. He could no more be with the offer of aid to Greece and "Turkey, it seems to challenge 
expected to draw attention to these strings en ‘his econemic any attempt to divide British and Americans. It points to the 
policy than he could tbe expected a0 draw attention in his speech need for a general understanding—without which, indeed, it 
befere Gongress to the fact that conscription for military service will be impossible cither to plan American strategic and com- 
ends ten days éence. mercial policy or to educate the Anjznican people an the sacri- 

But the British bystander, as he watches the economic giant ices which a resolute and effective world policy will demand, 

feeling his biceps, has to persist in his questions. .How far If the speech means these things, the British reaction can 
is the State Department ahead of the American people as it be not nervous but confident. In this country, too, the planning 
plans and defmes their political, strategic and commercial of strategic and economic policies is impossible so long as it 
commitments? Are they dropping ‘behind, or are they being remains uncertain whether the Russians want a general long- 
taken @leng at a pace which will Jeave them weary five years term settlement, outside as well as within Germany. An Anglo- 
hence? De they understand what they are talking about when Soviet agreement alone, without an American-Soviet agreement, 
they amerpret their President to mean that Britain has stepped would have little value; fer British interests ane involved at 
eut of the dime in the Waddle East and that the United States every point where Russian and American interests clash. But 
has stepped im? Have they compared the scale and smpndence if there is to be nothimg more than an American imitation of 
end effectiveness of their offer to Greece and Turkey with the Soviet diplomatic tactics, an exchange of defiant gestures and 
Soviet handling of Persia? To suggest the comparison may seem _ringimg <lenunciations, we shall have to cross our fingers and 
offensive, but it will certainly be made by those gevermments puild.our shelters. A “tough line” clearly aiming at agreement 
of Eastern Europe and the Middle East who have to weigh with the Russians, and prepared, when the time comes, to -mett 
the risks of accepting American aid. These governments must them halfway, is something we can support ; a “ tough line” 
realise that, in the short run, it is still the British who face the seeking to humiliate the Russians. and destrey their society, in 
Russians‘on the tine from Athens to Teheran; if they do not, the a fight in which we take the first blows, is, for any British 
attempts being made im Gongtess to prevent the despatch of government, a policy of despair. 
American troops should convince them. They may even recall The mext American move will be watched for anxiously, n0t 
that Britain has spent~on Greece mearly {90,000,000 with little only in the Middle East, but also in Eastern Europe. Befofe 
fuss, and that it #s most explicitly bound by treaty to defend the this ‘year is out the peace treaties with the satellite countries 
integrity of Turkey, Gaeece, Egypt, Iraq and Transjerdan. shovkid come into force ; and intervention in their intemal 


To appreciate the dilemma in which, say, the Turkish and affairs will become interference with the status quo 0 which 


Hungarian governments might ome day be placed by this policy Mr Truman referred. Dellar diplomacy will invite a headlong 


of limited liabilities, an Englishman may -consider how he is collision with Communist policy unless General Marshall and — 


affected by the Texas speech, Britain too, having received its Mr Molotov can get on te terms of confidence. A permanent 


dollars, is asked to accept American leadership in a liberal split across Europe between east and west could hardly be. 


ideology, economic not political. Britain too has ‘been told that averted. 

its independence and prosperity are a vital American interest, ft is a clear British interest to support the eastward advance 
@s was mobly proved by American fighting men. Now the first of American policy provided that two things are clearly under- 
reckoning is approachmg. if at Geneva next month the stood: that loans of dollars and advisers. even visits of ai 


Amoricans offer tariff concessions and pledges of economic co- carriers, do not automatically relieve Britain of alliances, = 


eperauen, is Britam to surrender imperial privileges fer the and responsibilities already pledged; and that 
hope of freer trade and bigger markets? The offer is tempting. diplomacy must ‘have for its ultimate aim a firm unde 





But the British are asked to commit themselves, perhaps with the Soviet Government about vitel interests within am 
beyond recall, in return for an unratified promise. ‘Will outside Europe. For better or fer warse, we cannot deviate fat 
the American voter support more liberal trade policies now from America’s course. But it will be fer ‘better 

end maintain them later? “The same doubts arise on both of the degree in which America’s policy is defined and 
President Truman's speeches for the same reasons. In the | de cr gen a nt aes so 
pelrtical sphere the foreigner doubts whether the development — powers and not the challenging of conflicts among them. 


of long-range weapons has convinced Americans of their i interest 


my of occupation in Germany, to say nothing of a Four in European peace; in the economic sphere he doubts whether, 
waar as for all the talk, the average American really eetoweeaon his 
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NCOs of Industry 


HE manifesto on the economic situation issued last week 

by the National Acting Committee of the Shop Stewards’ 
National Council casts, as might have been expected, more light 
on shop stewards than on the crisis. In terms curiously 
paralleled in the Prime Minister’s broadcast on Tuesday night, 
it asks that every British worker should be able to assure himself 
that his product is a genuine necessity, and not “ some knick- 
knack being produced because of its profitability.” But what 
is a necessity, at least when the limited range of basic needs 
for food, shelter, warmth, and industrial raw materials is left 
behind? Not everyone can be a miner, farmer, or cotton 
operative ; and, once other trades come into the picture, how 
and where is the line to be drawn? Are greyhound tracks a 
necessity while Stilton is not? Are Coty and nylons super- 
fluous knick-knacks or essential inducements to the marginal 
woman? Is it correct to say that beer is essential (except in 
British Restaurans), gin is immoral, and whisky is tolerable only 
across the Border? No doubt there is a great deal of honest 
Puritanism behind the shop stewards’ attitude, as well as of 
class-conscious malice. But the main cause is quite clearly a 
misunderstanding of the difference between planning in cur- 
rent conditions and the type of restrictive control familiar during 
the war—a misconception in which, to judge by Mr Atlee’s 
broadcast, the shop stewards are im high company. 

The vital factor is, of course, the change in the destination 
of production, to which the shop stewards fail to pay even the 
lip service offered by the Prime Minister. The great consumer 
during the war, and above all the great consumer of new 
products, was the Government itself. The multitude of private 
consumers had to take what they could get; and what 
they got was based, by and large, not on their current pre- 
ferences, but partly on an estimate of genuinely basic needs 
and partly on what they used to prefer before the war. The 
new demands to which the structure of industry had to be 
adapted made themselves felt through a few official channels ; 
and the Government planner, through whose hands the great 
bulk of the orders that mattered was in any case bound to pass, 
was able to make his overall plan effective without much more 
regimentation than was in amy case inevitable. 

To-day, by contrast, the consumer is coming back into the 
centre of the picture, and with him there returns a great con- 
fusion of tongues over what should and should not be produced. 
There are, it is true, certain basic needs which can be roughly 
assessed—the need for a minimum supply of bread, or fats, or 
coal, or of furniture for newly-married couples. But, beyond 
this, it is necessary to reckon with an enormous and increasing 
variety of consumer preferences which, unlike the preferences 
of the-Service departments, have no need to express themselves 
through Government channels. With the help of a free price 
system the consumer, the retailer, the wholesaler, and the manu- 
facturer can in general settle their affairs for themselves. The 
official controller, dethroned from his strategic position in the 
flow of war orders, is bound to appear in the vast majority of 
cases as a bureaucratic and ill-informed outsider struggling 
in the rear of manufacturers’ initiative and consumers’ pre- 
ferences, and successful only in sabotaging both. 

The Government has certainly a duty to weight the voting- 
Power in the free market by redistributive taxation, and to 
adjust the level of global demand—that is, at the moment, to 
disinflate it—to a level which allows the price system to work 
Smoothly over at least the greater part of the field. It has 


dislocation or political discontent. The shop stewards have 
every right to complain, as they do, that the Government has 
failed in this respect where the engineering industry is con- 
cerned. But to interpret this as a mandate fora general policy 
of eliminating “ knick-knacks produced because. of their profit- 
ability”’—in other words, of eliminating consumer’s choice— 
is to show a complete misconception of both the purpose aud 
the practical possibilities of current planning. England even 
in 1947 is not Russia in 1921. Time was when an. average 
working-class family was reckoned, as in the old cost-of-living 
index, to spend £8 10s. a year on anything beyond the bare 
essentials of life. By 1937-38 the figure for miscellaneous 
spending alone, at the same price level, was approaching £70 
(say {100-£120 at present prices), to say nothing of “inessen- 
tial” spending under other headings. The shop stewards. are 
living in a past age. 
k 


Jejune and misconceived the shop . stewards’ manifesto 
certainly is ; and yet it would quite clearly be wrong to dismiss 
it as valueless in the present crisis, It is a reminder of the 
great fund of good will and eagerness to help which still remains 
to be drawn upon in the lower ranks of industry, Its real and 
substantial point is that better use meeds to be made of the 
NCOs of industry ; and there is enough meat in it, for all irs 
faults, to show that they have something of value to offer. Ic 
is also a warning of the need, if this fund is to be drawn upon, 
for a much more effective and detailed educational campaign 
than has yet been attempted. Ignorance is as big an obstacle 
to efficiency as any other. 

To a great extent, no doubt, the responsibility for action un 
this lies with managements or the trade union movement. 
But, against the background of ignorance and prejudice, the 
unaided efforts of managements and trade unions are likely to 
take far too long to produce results. If the shop stewards’ 
manifesto proves anything, it is that the patient cannot be 
trusted to write his own prescription in reasonable time. The 
problems of industrial relations need to be focused and their 
solution speeded up ; and for that the responsibiliry can. rest 
only on the Government. Three main conclusions emerge. 

First, the time is long overdue for a real declaration of 
industrial relations policy. The White Paper on Employ- 
ment Policy published in 1944 was far from ideal ; but it did 
emphatically mark the acceptance of full employment as a 
matter of national concern, and at the same time served to 
focus discussion and bring it down from semi-political 
principle to more earthy and substantial questions of ways 
and means. The need to-day is for a similar analysis of the 
problems of industrial relations, squarely tackling the problems 
of wages and profits policy, of incentives and of workers’ 
representation. The Government has insisted. in its first 
eighteen months of office, as is its right, on redeeming its 
election promises to the letter, and in so doing has built up a 
claim to the confidence of the industrial workers such as no 
Government before it has possessed. Is it not time for it to 
cease to present such miserable spectacles as that of Mr. Barnes 
piously washing his hands of responsibility for the labour 
policy of the future Transport Commission, and to exploit this 


well-earned asset to the full? 


Secondly, the declaration should be followed up with much 
more vigorous steps to improve the machinery of labour 
relations within industry than have yet been seen. Sir Stafford 
Cripps rightly emphasised, in the economic debate in the 
House of Commons, the need to leave a wide measure of 
autonomy to employers, workers, and their joint organisations. 
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But it is no easier in industrial relations than in India to 
abandon authority in a vacuum ; the machinery must first be 
there. What steps are being taken to reinvigorate the joint 
production machinery, and to accelerate its spread to industries 
where it has not yet taken root? What is the answér to the 
pointed questions raised by the shop stewards on this issue, 
and what use is being made of their valuable and practical 
suggestions? And when will something actually happen at the 
next higher level of organisation? It is just short of a year 
since the Pottery and Cotton Working Parties signed their 
reports. How much longer will it be necessary to wait for 
concrete results? Recent discussion has fastened on the need to 
improve the quality of the Government’s central planning 
machinery and to cut out superfluous intervention lower down. 
But the accent should be on “ superfluous.” Unsupported 
Ministerial sermons, however admirable, will be even less 
effective to-day in bringing workers to the right place and in 
the right frame of mind than they were during the war. What 
is needed is more effective machinery to bring home to each 
individual in each industry, at the highest level as well as on the 
floor of the factory, what the national interest requires of him 
or her in person. 

Thirdly, the shop stewards’ manifesto brings out clearly 
the interaction between industrial and general political and 
economic policy. There is still blind loyalty to the Government 
in certain quarters, and in many others the almost pedantic 
adherence to “Let us face the future” has paid good 
dividends. But is there a corresponding policy for the next 
stage? And, if so, what is being done to bring it to the notice 
either of the public or of the lower ranks of the Labour move- 
ment itself? The lack of a clear lead in the “ Economic Survey 
for 1947” has caused almost as much comment inside the 
Labour movement as outside it, a view which the trade union 
group of MPs are reported to be actively pressing on the 
Government ; and, so far as industrial relations are concerned, 
the lack of a general policy may prove to be as big a liability 
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in future as its presence was an asset in the past. Is ig — 


perhaps, as Mr Attlee’s broadcast only too evidently su 


that the Government has no clear outline of policy even in ity - 


own mind? 

In all this the responsibility rests on the Government ; 
the Opposition has also at least a negative part to play. H 
that the Conservative Party might arrive at a clear and positive 
line of economic policy wilted in the hot air of last week's 
Conference of the National Union of Conservative and Unionist 
Associations. But Conservatives can at any rate do i 
to avoid increasing the economic confusion and political sus. 
picion which the shop stewards’ manifesto discloses. It does 
not really help matters when a section of the Conservative 
Press clamours for the quite unnecessary withdrawal of recent 
reforms in education or health or social insurance. The 
worker who is advised that the only way to prevent the recur. 
rence of a coal, electricity and transport orisis is to refrain 
at all costs from overhauling the coal mines, power supply, or 
the railways not unnaturally suspects a measure of special 
pleading. The pre-war difference between British and 
American standards of productivity was due not only, and 
probably not nearly as much, to lack of effort by the individual 
worker, as to defective equipment and defective ' industrial 
and commercial organisation ; and the worker whose contribu- 
tion to reconstruction is assessed by the politicians in blood, 
sweat and tears is sometimes inclined to wonder whether a little 
more emphasis on the need for good management might not be 
as much to the point. The Government has been often and 
rightly criticised for failing to provide genuinely national leader- 
ship. But is it so unfair to invite Conservatives to examine 
their own consciences in this same matter of putting party 
prejudices first? Volcanic displays of classical eloquence are 
all very well in their place. But a volcano is an uneasy 
neighbour in a Council of State ; and it is liable to spread 
more alarm and confusion in the country than the display 
worth. or 


Pakistan 


URING the next few months one of two things must 

happen in India: either the Congress Party and the 
Moslem League will reach agreement on the future of the 
country or else the Viceroy, in accordance with the British 
Government’s recent declaration, must take in hand prepara- 
tions for separate regional transfers of the remaining legal 
powers of the British Raj. As such divided transfer will 
involve problems of the greatest complexity and difficulty, only 
a short time can now be allowed for Congress-Moslem agree- 
ment to be reached before preparations for the alternative 
course begin; the measures required for the latter can no 
more be postponed to the eve of the departure date in June 
of next year than a tenant who has given notice can leave his 
removal preparations to the day on which he is due to be out 
of the house. Britain has in no way rid itself of India’s 
problems by the resolve to quit next year, as some people 
now imagine; on the contrary, unless matters take an un- 
expectedly favourable turn, the supreme crisis must come 
before British responsibility ends. 

If agreement is reached between Congress and the Moslem 
League, the solution will be an Indian one and Britain will 
merely accept it. But if there is no agreement, the decision 
how to transfer power, to what authorities in what areas, will 
rest with Britain and the decision will be one of appalling diffi- 
culty. It is plainly implied in the Government’s statements of 
policy that, if there is no Congress-Moslem agreement, a 
Moslem State or States will be recognised as regional legatees 
of British power ; this may sound simple, but the trouble begins 


as soon as one asks what are to be the boundaries of these 
Moslem areas. 

Five of the eleven provinces of British India are involved 
in the Moslem League’s separatist projects. Of these, four 
contain Moslem majorities, while the fifth, Assam, though 
without a Moslem majority, is drawn in because of its ged- 
graphical position. The figures of population and Moslem 
percentages in the five provinces concerned are as follows!— 


Population Percentage 
f in millions. of Moslems. 
RO ii aa ns oie 28 57.3 
ge RS alg EN ate ts felines DAN, hate § 4 7e" 
North-West Frontier .................. 3 Obi: 
ea wibinssicesdes.cibhs. Nee Bs ties 60 +4. 8 
BI cot a aa oe 10 33 


It will be seen that the highest percentages of Moslems, and 
therefore the most solid popular bases for a Moslem Siatt, 
are in the relatively little populated provinces of Sind and tht 
Frontier, while in actual numbers the great mass of Moslems 
is to be found in Bengal (33 millions) and in the Punjab 
(16 millions), in neither of which provinces does their majotty 
much exceed half of the population. Moreover, the geographial 
distribution of the Moslems in India means that the Moslet 
majority provinces could not in any case form a. single stilt 
with continuous territory, for between the Punjab and Bet 
lie the United Provinces and Bihar with massive Ha 
majorities. On the other hand, Assam, though not a Mosler 
majority. province, lies in a situation of peculiar isolation # 
the landward side and has access to the sea only through Benéth 
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so that it could hardly be separated from Bengal in any group- 
ing of provinces. As a result of these facts the Moslem 
League claim is really for two distinct Moslem States—one in 
the north-west roughly equivalent to the basin of the Indus, 
and the other in the north-east including the Ganges- 
Brahmaputra delta. The name “ Pakistan,” often used loosely 
for the general principle of Moslem separatism, applies. strictly 
only to.the first of these conceptions, while the second may be 
distinguished as “ North-east India.” 

As the Indian provinces are now constituted, the com- 
bination of the Punjab, Sind and Frontier would still leave the 
Moslems with less than a two-thirds majority in the whole 
territory, while in Bengal and Assam combined the Moslems 
would count only just over the total population, | The 
Moslem leaders recognise that these majorities are not sufficient 
to assure the regions a definite Moslem character on a basis of 
democratic political nights, and even if such rights were in 
practice denied, the minorities would still be so large as io 
threaten the stability of the states. It has therefore been pro- 
posed to detach from the Punjab the easterly Ambala Division 
where the Moslems are in a minority ; in the rest of the Punjab 
the Moslem majority is 62.7 per cent, whereas in the Punjab 
including the Ambala Division it is only 57.1 per cent. The 
Moslem League also hopes further to raise the Moslem per- 
centage in Pakistan by the ultimate inclusion of Kashmir, 
where the Moslem majority is 76 per cent, and of the Frontier 
and Baluchistan States and Tribal Areas, which are almost 
purely Moslem. Im North-east India it is similarly proposed 
to exclude the Burdwan Division of Western Bengal where the 
Hindus are in a heavy majority; the Moslem majority in 
Bengal would then be raised to 65 per cent. Such mutilations 
of provinces, even if they were sufficient to sort out the com- 
munal majorities in a satisfactory way, would involve consider- 
able difficulties of administrative reorganisation. But the 
detachment of the Ambala and Burdwan Divisions from the 
hypothetical Moslem States would not touch the crucial 
questions of assignment of the Lahore-Ammpitsar area of the 
central Punjab and of the Calcutta area of Bengal. 

In the Punjab the Moslem majority is concentrated in the 
western part of the province ; in the extreme east it declines 
toa minority, while in the central area the numbers of Moslems 
and non-Moslems are approximately equal. But this central 
area contains Lahore and Amritsar, the two principal cities of 
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the province, and the non-Moslem section of the population 


includes the main part of the close-knit Sikh community, whose 


prominence in the Indian Army gives it an importance out of 
all proportion to its numbers, The attitude of the Sikhs 
towards Pakistan is similar to that of the Moslems towards a 
unitary India; they fear Moslem domination, just as the 
Moslems fear Hindu domination, and they threaten to secede 
from Pakinstan just as the Moslems propose to break away 
from Congress India. Congress, working in alliance with the 
Sikhs, has now proposed a division of the Punjab into two 
Parts so as to separate the Moslem-majority area from the rest 
of the province, and it may be presumed that in any such 
partition they will demand the exclusion of Lahore and Amritsar 
from the Moslem share. Amritsar is of paramount importance to 
the Sikhs, as it is their holy city in addition to being a great com- 
mercial centre, and it is hardly possible to draw an international 
frontier between Lahore and Amritsar, which lie close together 
in an open plain. But without Lahore and Amritsar Pakistan 
would be shorn of its most important urban area, and it seems 
very unlikely that the Moslem League will agree to excluding 
more than the Ambala Division from the Punjab. From the 
Sikh point of view, on the other hand, exclusion of the Ambala 
Division by itself would actually be a disadvantage, for it 
would reduce the relative strength which the Sikhs have in the 
province as now constituted. 

In Bengal the problem of provincial division is similar. 
Calcutta, the commercial and industrial metropolis and natural 
administrative capital of the whole. region, is overwhelming} 
Hindu in population, together with the whdle surrounding 
district ; within a Moslem-controlled North-east India it can 
only be a discordant element, yet without it North-east India 
would be condemned to poverty and backwardness and would 
hardly be viable as a separate state at all. Pakistan proper 
would at least have the great port of Karachi as its outlet to 
the sea, whereas a state composed of Eastern Bengal and Assam 
without Calcutta would only have the secondary port of 
Ohittagong for contact with the outer world. 

These are some of the problems which will confront the 
British Government if it has to carry out the policy of regional 
transfers. Nor are the difficulties territorial only. There 
would be the questions of allotment of India’s public debt and 
sterling balance among the legatees, of apportionment of the 
personnel and liabilities of the various centralised services, 


Proposed Pakistan and 
44 


North-East India Provinces 





se ae aterm ema a a in ie ERE IEE acts narnia 





406 


above all of the division of the Indian Army and its equipment. 
About 30 per cent of the Indian Army is Moslem and this 
part of it might be re-enlisted by the Moslem States, but 
the disintegration of the unified defence system of India would 
be a most dangerous process for all concerned, even if there 
were no civil war, for Pakistan would inherit India’s most 
vulnerable land frontier and would have to shoulder the main 
burden of defence with quite inadequate financial resources. 
The nearer one gets to the partition of India, the more 
disastrous it looks. Nobody really wants it. Britain certainly 
does not, whatever Congress may believe about the diabolical 
cunning of British imperialism in dividing peoples who would 
otherwise live in harmony. Nor does even the Moslem League 
want it except as a last resort. Pakistan was invented by a 
group of young Indian Moslems in England as recently as 
1933, and it was not taken seriously by any Indian politician 
before 1937; the Moslem delegates putting their case before 
the-Joint Select Committee in 1933 dismissed it as “only a 
students’ scheme.” The adoption of territorial separatism as 
a policy by the Moslem League and the sweeping successes of 
the League in getting the mass support of Moslems (which 
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it had not previously had) were direct consequences of: the 
attitude and behaviour of Congress after the elections of 1937, 
In the provinces where Congress Governments were formed 
there were various forms of discrimination against the Moslem 
community which the Moslem element in the Congress 
membership was unable to prevent, and the fear that Congress 
ascendancy at the centre would produce similar 
India as a whole led to a rapid spread of the belief 
interests of Moslems would only be safe if they had a 
of their own of which they would be masters wi t ini 
ference. The Moslems are of course a minority, but there ar: 
94 millions of them in India (including the Indian States an 
Tribal Areas) and a minority more numerous ‘than any 
European nation outside the Soviet Union cannot be set aside 
simply by appeal to the democratic principle of majority rule. 
This has been clearly recognised by the British Government, 
which has pledged itself to effect a partition of India if there is 
no other way by Moslem consent. But the prospects of par- 
tition are so forbidding that even now no effort should be spared 
in a final endeavour to persuade the two parties to an agreement 
which will preserve the federal unity of India. st 
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Misery Loves Company 


RICKET has been reprieved. Last week, when Mr 

Chuter Ede announced that a ban would be placed on 
mid-week sport, on football, greyhound racing and some horse- 
racing fixtures, it was feared that, in the name of equality, 
cricket, too, would have to go. The Home Secretary has, how- 
ever, listened to the arguments that the attendances at first- 
class cricket matches are so small that they do not interfere 
seriously with production, and has exercised his prerogative of 
mercy. 

In so doing, he has shown an enlightenment that was absent 
from his colleagues’ decisions in the early days of the crisis. 
In fact the psychology of the crisis has been quite as striking 
as its economics, and possibly even more complex. That 
psychology has, moreover, economic effects which make it worth 
attention in an economic context. Under stress, a number of 
inarticulate habits of thought and feeling have become at least 
semi-explicit.. One has heard protests against It, against Them, 
in which the sins of the Government and the eccentricities of 
the weather have been confounded in a resentment as ferocious 
and illogical as that of a baby. hitting back at the bad, naughty 
table on which it has bumped its head. (“This sort of thing 
didn’t happen when Churchill was running the country.”) There 
has not even been lacking the suggestion that freeze-up and flood 
represent the Divine displeasure with the British electorate 
for putting in a Labour government; some such sentiment pre- 
sumably strengthens the consciences of those super-patriots who 
switch on every piece of electrical apparatus in the house “ to 
help bring the Government down.” But the fringe of eighteen- 
month-old mentalities is nothing new. More striking has been 
the curious alliance. of two strains of feeling appearing. at first 
sight to have little or nothing in common; thé defensive, exclu- 
sive, dog-in-the-manger restrictionism of the cartel or trade 
union and the generous spirit of fair_play and noblesse oblige. 
It was evidently the latter which moved the editor of the Tory 
Forum, in .a.paroxysm of self-abnegation, to acclaim the ban 
on roneoed editions of suppressed periodicals, just as it was un- 
mistakably the former which \imposed that ban in the first place; 
and presumably it was.some fantastic amalgam of the two 
which produced the Himalayan stupidity of the switch-off of: 
hydroelectric power: Possibly one should look deeper into the 
collective unconscious—if there is such a thing—of the Race, 
to find the common root of both sentiments; a profound Puri- 


tanical conviction that misery is the natural and virtuous’ state 
of man and that to minimize misery is thus both a ‘ 
desirable aim and, in any case, entirely secondary to the 
laudable purpose of sharing whatever misery is going amongst 
as many people as possible. ; 

There are, of course, times when the deliberate and unneces- 
sary sharing of hardship may have a powerful and positive effect. 
When David took the water of the well of Bethlehem, which 
his three mighty men hed brought through the host of the 
Philistines, and “ poured it out unto the Lord,” no one was any 
the less thirsty, but no doubt everyone fought the better ; and 
no doubt, too, British morale stood up all the more firmly in 
the blitz because the Londoners could sing, 


“With Mr Jones and Mr Brown 
The King is still in London Town.” 


But this homeopathic medicine 10 morale is not to be dispensed 
in large doses, and compulsion entirely destroys its effet. 
Carried to its logical conclusion, thé doctrine of equality of 
sacrifice would lead every punctual traveller on the 8.45, obsety- 
ing through the window the contortions and imprecations of 
stragglers on the wrong side of the platform gate, to 

headlong out again and await in manly fortitude and soli 
the arrival of the 9.15 ; a proceeding which, for all its 
beauty, would do nothing 10-¢ease the tren problem or 
the Battle of Production. Given. its head ‘at—say— 
that doctrine would have left the rescuéd: 350,000 of the 
to share the sacrifice of the unresctied ; the official mind 


at the use for large-scale -Cross-Chansiel traffic of vessels’ 
merely grossly overloaded but actually dnlicensed for thé 











ing of passengers. 7 . 

Psychological peculiarities, like. economic shortcomings, | 
most conspicuous in crisis but work’ just as effectively in “y 
mal” times. The doctrine of;equal misery, the convicti 
every advantage, whether in production or in enjoyment, # 
unfair advantage, the high-minded insistence that, since t 
_alikecjis nothing new. Its spirit breathes through hun 
Government controls. « A beautifully clear instance of ‘its eff 
small-scale but typical, could lately be observed in the ou! 
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of a Surrey master builder with a local government housing 
contract to fulfil. Having, at one stage of that contract, ‘a sur- 
plus of certain workers, he applied for a licence to employ them 
on private repair work, This licence was refused. In under- 
standable irritation, he publicly informed the council that he 
was well ahead of his contract, but did not in the circumstances 
propose to finish the work before the agreed date; the surplus 
workers could stay on the council job and spin the contract 
out—and the Council could pay. It is easy to criticise this 
un-public-spirited behaviour; but one might almost be grateful 
for the indiscretion which laid bare its motive springs. For 
every such piece of ca’canny defiantly made public, how many 
remain hidden, to manifest themselves only in sluggish produc- 
tion and inflated prices? Where is the sense in efficiency, in 
the saving of time, material or labour, if any advantage gained 
thereby is—merely because it is an advantage—regarded as 
unfair; when enterprise is faced not merely with heavy taxation 
on its profits, but with prohibitions on its use in the service of 
the public? 

The area over which control in the interests of equal misery 
exerts its damping effect is wider than the legal scope of any 
actual regulation, The launching of any new venture, the 
circumventing by new methods of any difficulty, the harnessing 
of any freshet in the desert of scarcity, raises in the mind of 
whoever contemplates it the immediate query: won’t some 
official somewhere think up a good reason for forbidding this? 
No regulation may actually exist, or be likely to be invoked; 
but the ever-present possibility blights, like a killing frost, the 
growing-points of enterprise. It is simpler to sit and suffer, 
and let the public suffer too; misery loves company, and how 
beautiful, after all, is Britain’s ability to take it. 

To make a bonfire of all controls, American fashion, would 
of course achieve nothing but chaos. Controls are needed 
until potential inflation has been mastered—an excellent reason, 
even were there no others, for mastering it as soon as may be. 
But apart from inflation, some controls must endure for a long 


NOTES OF 


Middle Game in Moscow 


Each Foreign Minister has now made his opening moves in 
the game to determine the economic future of Germany. The 
pieces have been moved very much as on previous occasions 
and there is every prospect of a very complex, stubborn middle 
game to which observers in Moscow at the moment see no end, 
But the first exchanges have been hinted at. Me Molotov, who at 
Potsdam wanted to restrict German steel production to 34 million 
tons a year, seems now willing to accept between 10 and 12 million 
tons a year. Mr Bevin, no doubt agreeably surprised, has hinted 
that reparations for the Soviet Union out of current production 
might be possible after all, once the German economy is 
balanced and able to repay the external occupation costs and large 
advances for import payments which the British taxpayer has 
incurred. Such an exchange between Mr Bevin and Mr Molotov 
would loosen up the game considerably; but M. Bidault is ready 
© oppose—very firmly—a higher level of industry unless Ger- 
many is bound by treaty to export coal to France. “Why,” he 
says, “take the ore to Germany to make steel; why not bring the 
coal westward and let others make the steel?” And Mr Marshall 
has pointed out the dangers of raising industrial production to a 

at which adequate reparations from current production 
could be paid. ; 

But even if French objections were overcome—and Mr Bevin 
has made it clear that he cannot agree to coal exports fixed by 
reaty—there would still be a long struggle over the size of the 
Soviet reparations claim. Mr Molotov has tried to fall back on an 
alleged Yalta agreement to talk on the. basis of 20,000 million 
dollars spread over ten years. It has. been made clear that 
British judgment on this claim was most emphatically reserved 
#. Yalta, and Mr Bevin. pointed out that it would mean 
£500,000,000 sterling. a year, roughly. equivalent to Germany’s 
Pfe-wat-gross exports. On this basis the British Treasury would 
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time yet°as tools of the social conscience. In Paris, Brussels 
or Rome five pounds will buy an incomparably better dinner 
than in London; and wealthy Greeks, Syrians and Egyptians 
purchase from British ex-millionaires the yachts which their 
former owners can no longer afford to commission. But the 
half-crown which will buy a square, if austere; meal in London’ 
would hardly buy a cup of coffee in Paris, and the fellaheen of 
Egypt live much as they have lived since the Bronze Age, on 
the edge of starvation and in the middle of squalor. There 
can hardly be any section of British public opinion which really 
wants economic freedom left to produce its full natural effects 
in inequality. The question is what price, if any, in total pro- 
duction should be paid for social justice. For the form of justice 
which is achieved by penalising the fortunate without corres- 
pondingly benefiting the unfortunate there is, of course 
nothing to. be said except by economic masochists. But should 
doubt go no further than this? No other country—certainly 
not Russia—has placed the reduction of inequality so high on 
the agenda. Does it stand too high? Bread for all before cake 
for some is an appealing slogan, but no community has ever 
contrived to run for long without a little cake—and that, be it 
repeated, emphatically includes the USSR. One may reason- 
ably weigh progress against the security of a national minimum, 
but security is meaningless if progress has actually to be reversed 
in order to attain it. In a hopelessly bankrupt enterprise the 
holders of debentures and of ordinary shares are equally im- 
poverished. The mass of controls designed to preserve the 
national minimum from rising prices or from the competing 
demands of the wealthy, the elaborate structure of priorities, 
allocations and rationing, threaten to defeat their purpose. It is 
not much good having a first claim on a national income which 
is tobogganing down to Balkan levels. If the.luxury of putting 
everyone’s conscience at rest, of the ideally equalitarian distri- 
bution of misery and blessedness, can only be purchased at the 
price of-a-landslide to ever greater misery; it had~better; like 
other and more. desirable luxuries, be given a low priority. 


THE WEEK 


never see a penny back. No one doubts that the Soviet claim 
could be proven; no one believes Germany could pay it or that 
large reparations from current production have not already been 
taken from the eastern zone. Will not the proceeds of sales and 
barter deals arranged at the recent Leipzig Fair eventually reach 
the Soviet Union? 

On the administrative shape to be given to the German economy 
the opposed arguments are still far apart. Mr Molotov wants 
the fusion of the British and American Zones cancelled, yet he 
must know that Mr Bevin does not consent to this even if he 
wanted to. Mr Bevin father impishly asked whether the 
Russians would share the costs of running Germany, “past, 
poosent and future.” The only hopeful sign here. was Mr 

olotov’s statement that a joint import-export programme for the 
whole of Germany might be worked out. But M. Bidault will not 
accept a central German administrative machine to run the 
economy until frontiers are fixed, that is to sayy wntil the future of 
the Ruhr and the Saar is fixed. And if he.isisists on that, the burn- 
ing question of Germany’s eastern frontier must come up. As for the 
Ruhr, Mr Bevin rejected any special plan for that industrial area 
unless it were part of a general scheme for controlling German 
industry, which would of course cover eastern zone industry as 
well, The general impression at the moment is that certain bar- 

ins may be made, but that the general problem of providing 
Slates with a provisional unified economic regime will be. 
referred to the deputies. 


* * * 


“Lebensraum ” Again 


Why exactly. M. Bidault raised the problem of Germany’s 
future population density at Moscow this. week is. not quite clear, 
but the reminder is salutary and depressing. He pointed out 
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that economic plans must be based on a figure of 70,000,000, with 
a density of 196 persons to the square kilometre, against a density 
in France of 75, in Poland of 62. Mr Bevin suggested a study 
by the occupying powers of means to redistribute those persons 
who had returned to Germany from outside, in other words those 
who had fled westward from the Soviet sphere of influence. 
Obviously no voluntary movement of Germans between zones 
will take place until their country is omce more unified ; and 
even when that is achieved there can be no certainty of the 
direction they will choose to take. , 

This brings up two burning questions: the disposal of dis- 
placed persons and the organised emigration of Germans, M. 
Bidault wanted to see borl. tackled and pointed out. that France 
would take—is already taking—Germans for settlement and work. 
Mr Bevin reminded his colleagues that the British Zone was 
worse off than any, having increased its population of 2,500,000 
above the 1939 level. General Marshall unfortunately had no 
suggestions to make. : 

Sooner or later that very effective Nazi term Lebensraum will 
appear again in German _politics—effective not only in stirring 
Germans but in creating sympathy abroad. There are few con- 
structive, long-term investigations that would be more worth 
while than a study of future emigration. possibilities for Germans. 
Their quality as settlers is beyond dispute ; the risk that they will 
revive National Socialism in other countries will only arise if 
Germany is allowed again to become aggressive and expans.onist. 
In this as in other suggestions he has made at Moscow, M. Bidault 
has shown how far-seeing and sensible French policy is in the 
present stage. It cannot remain so if it meets much frustration, 
and Mr Bevin should bear this in mind. 


x * * 


Postscript to the Debate 


There was a time when a debate on manpower in the House 
of Cofmmons was of first importance. So long as the supply of 
men and women could be regarded in the same way as the supply 
of any other essential commodity, and rationed, allocated and dis- 
tributed where it was most needed, the discussions of manpower 
policy were able to have reality and a sense of purpose. To-day, 
when the labour controls have disappeared, the debates have lost 
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most of their former effectiveness. It is utterly meaningless to 
talk of distributing manpower where it is most needed when there 
is no means of carrying it out. Hence, discussion wanders aim- 
lessly over a range of expedients in order to attract a few thousand 
workers here and squeeze out a few hundreds there. 

If this week’s debate on manpower seemed more ineffective than 
MO8t, it was because it followed so soon after the economic debate 
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that it came as an anti-climax. If it had been possible for the. 


Government to announce any real policy for distributing map- 
power to the basic industri¢s, they would have done so last week,. 
As it is, they have no policy, and all that this week’s two debates 
—the House of Lords has debated the Economic White Paper 
have done is to underline this melancholy fact. The only rea} 
alternative 10 a policy of labour contro! would have been a 
policy, initiated before the controls were removed. But the Govern. 
ment has hesitated for so long that there is a danger that a wages 
policy, if put into effect to-day, might do no more than increase the 
inflationary pressure. In any case, there is to be no wages policy, 
On this point, Mr Ness Edwards, who replied for the Gov 
was quite specific ; more so, perhaps, than any Minister has yer 
been in the House of Commons, The Government is to stand by. 
the existing system: both sides of an industry will settle wages on 
the basis of 
fullest economic information, that will enable it to take decisions’ 
which will not militate against the general economy while serving 
the industry’s own interests. . 
Thus each industry is encouraged to go on competing for man- 
power with its fellows. Mr Ness Edwards’s statement is surely’ 
the negation of planning. , 


* * * 


Town Planning Progress : rs 


Mr Silkin has indicated in committee that his powers to 
prohibit and control outdoor advertisements under the Town and 
Country Planning Bill will be used with moderation—perhaps 
too much moderation, in view of the ugly and dismal appearance 
which the great majority of them present. Even in rural and 
other places which are to be made “areas of special control,” it 
would clearly be wrong to prohibit election posters, Government 
advertisements and the individual signs of traders and craftsmen, 
while, as the Minister said, “ nobody but a fool would wish to 
interfere with pub signs.” But there is force in the argument 
that it would be better to lay down a blanket prohibition for 
such areas and then specify the exemptions. As usual, the 
Minister’s powers, wide as they are, are left by the Bill wholly 
permissive ; there is no knowing what will be done in practice 
or how often policy will be changed. 

Mr Silkin is proceeding in close consultation with the adver- 
rising industry. He now envisages that if a satisfactory agreement 
cannot be reached over the nature of the appeal tribunals that 
can be set up under the Bill, the Minister himself should become 
the court of appeal for an aggrieved advertiser. This would 
be most unsatisfactory. The idea of an appeal tribunal is to 
break the closed circle ©f administrative decision and enable 
the dispute to be examined by disinterested persons of average 
commonsense. It should not be beyond the Minister’s wit t 
— such persons and to make use of them in other contexts 
as well. 

An important discussion has also taken place in the Committee 
on what kind of joint planning committees of local a ities 
should be permitted. The Minister has shown a healthy distast€ 
for joint committees, together with a sane realisation that even 
the larger units of local. government are often unsuitable fot 
planning purposes. In some areas the problem seems insolub 
within the present context of local government. ‘The hundred 
odd planning authorities in Greater London will be abolished, 
but in theie stead counties like Kent and Essex, which are half 
rural, half suburban, will be unwieldy partners in efforts to secure 
the city’s orderly development. Yet the difficulties of creating 4 
joint planning authority for the whole London region cannot be 
easily overcome, 2 


* * * 


Morte MacArthur sc 


General MacArthur, in a ‘speech to a press conference 
Tokyo on March 17th, set about cutting Gordian knots with that 
strangely inconsistent mixture of toughness and idealism which 
is characteristic of his personality. He boasted that his military 
administration had completely demilitarised Ja and — that 
Japan’s capacity for waging war had been “ utterly destroyed” i 
the “mythological feudalist conceptions” which had. led the 
Japanese to desire to enslave the world had been uprooted, and 
democracy was in possession, soon to be followed, in the General’ 
opinion, by the spread of Christianity. ee 


On the other hand, said the General, Japan was economically 
blockade ; there wa 


exhausted, and was being “ strangled” by . 
no external trade except through “ the bottleneck of Allied Heat 
quarters”; soon the Japanese would either die by millions 
_ become a charge on the bounty of the United States. 
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more could be got out of Japan for reparations. The Allies 
should therefore make a peace treaty with Japan as soon as 
possible, withdraw all occupation troops and leave Japanese 
foreign trade to private enterprise. As Japan was now completely 
disarmed, it must be “honestly protected” by the Allies, and 
whatever controls were still necessary after conclusion of the peace 
treaty should be handled by the United Nations. 

This is perhaps the first time that an eminent soldier has 
publicly described his own headquarters as a bottleneck ; but the 
implied attitude is quite in keeping with a good Republican’s 
belief in the virtues of private business enterprise, and will no 
doubt earn approving comment from the Grand Old Party. In- 
deed, General MacArthur’s impatience for winding up the occu- 
pation of Japan and his insistence that he has already accom- 
plished what he was sent to Japan to do might suggest to a sus- 
picious observer that he is tired of governing Japan and yearns for 
the political arena of his own country. In his claim that no more 
reparations can be extracted from Japan, and that there is no 
point in “removing from Japan what the American taxpayer 
will have to pay for in two or three years’ time,” the General 
certainly had in mind the deadlock with Russia over Japanese 
reparations ; and his speech is in accord with the tendency of 
American policy on the matter, though going much further than 
any previous official pronouncement. But it is on the subject 
of withdrawal of occupation troops that his opinion is most 
surprising. Japan by its own recently adopted constitution is not 
to have any armed forces at all in future, and the strategic 
problem of the “ power vacuum” would exist here in a specially 
dangerous form if there were no Allied troops in the country. 
It can well be understood that General MacArthur does not like 
the idea of being succeeded by anyone in the unique position he 
has held, but his optimism about the sequel seems in the present 
condition of the world somewhat naive, 

* * * 


Fission in the Security Council 


The splitting of an atom produces intense light, too much 
heat and a discharge of poisonous says; the splitting of the 
Security Council produces only gloom and chill. without damaging 
anybody’s white corpuscles. Me. Gromyko’s rejection of the 
Atomic Energy Commission’s recommended scheme for inter- 
National inspection in his speech of March 5th did not cause a 
sensation ; it was almost an expected disappointment, and received 
much less notice in British s than the contemporary 
snowstorms and Shinwellries, Formally it left matters just where 
they were; the whole business has. been’ referred back to the Com- 
mission to report again by the attumm, But in reality, the situa- 
tion does not stay a8 it, is; it develops rapidly, The American 
move to bolster up Greece and Turkey, with its open challenge 
tw the extension of the Russian orbit, followed almost imme- 
diately on, and in part as a consequence of, the deadlock over the 
atomic energy negotiations. For, if there is no agreement whigh 
can give the nations seourity against the new weapon, the Great 
Powers must look to their strategic positions and make sure of 
their alliances, whatever the cost'to the publicity of peace. The 
United States continues to make atomic bombs ; Russia may be 
making them by now; everybody is playing with rockets. With 
each month that passes without agreement on ‘the international 
control of atomic energy, the armaments race gains momentum. 

Mr Gromyko’s argument was that the proposed scheme would 
be 2 violation of national sovereignty, and would place the deve- 
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of Russia’s industrial life in charge of an agency on which 
the majority of delegates would not be weil disposed towards 
the Soviet peoples. On the assumption that che world is per- 
manently divided into two mutually hostile ideological camps and 
that one of them is in @ permanent minority among the nations, 
Mr Gcomyko’s reasoning is no doubt cogent; international 
control of atomic energy by majority decision might be used by 
the capitalist world as a means of domination over the Soviet 
Union and its satellites. But need there be any question of 
domination in an inspection which is directed only to seeing that 
an agreement for prohibition of atomic weapons is carried out? 
What mankind wants is that no atomic bombs should be made. 
This requires inspection, and the inspection would have to go far 
enough to ensure that atomic material released for industrial use 
was not diverted to the manufacture of bombs. The original 
Lilienthal Report held out the hope that, by the device of * de- 
naturing,” this security could be given without an apparatus of 
inspection of industry so detailed that it could be used as an 
instrument of pressure on general economic policy. What has 
happened to this suggestion, which has been lost from view? 
Inspection by itself raises all kinds of difficulties, but the issue 
would have been much clearer if the Americans had not mixed 
it up in their proposals with the idea of a sort of international 
TVA. It is to be hoped that the Atomic Energy Commission 
in its second thoughts will confine itself to the absolute minimum 
necessary for the outlawry of the atomic bomb, 


* * ® 


Parliamentary Procedure 


The Government has this, week announced its views on the 
third report of the Select Committee on Parliamentary Procedure, 
whose main recommendations were summarised in The Economist 
of November 16, 1946, page 782. In, brief, the Select Committee 
attempted to devise a procedure which would. enable : Parliament 
to deal with an ever-increasing amount of legislation and at the 
same time exercise more efficiently its other functions—control 
of policy and administcation and control of taxation and: expendi- 
ture. 

Except on the comparatively minor proposals such as the 
reorganisation of supply procedure, the Government has, however, 
turned down the Select Committee’s recommendations, It has 
done more than this; it is to ask the: House to agree to three of 
its own proposals for reform which the Select Committee had 
examined and rejected. A full explanation of its decisions will 
presumably be given when the: matter is debated later this 
session. But, inevitably, the impression given by this weck’s 
announcement is that the Government is reluctant to agree to 
any procedure which might interfere with the hasty progress of 
Government business, and that its chief concern in the reform of 
procedure: is the removal of all existing obstacles in its way. 
Thus, in spite of the Select Committee’s objections; the Govern- 
ment will propose that the consideration of a Bill should be 
further r¢gimented by the establishment of a special committee 
with the function of sub-dividing the time allocated to the 
committee stage of a Bill. Again, the Select’ Committee — 
nounced strongly against the Government’s: suggestion that e 
should be no debate on the Report stage of ithe Budget: Resolu- 
tions, because, for one thing, such a suggestion would ‘curtail the 
opportunities of members to speak.in one of the most important 
debates in the year and, for another, only fifteen days in the 
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whole session are devoted to the control of taxation. Yet the 
Government is to persist with its proposal. 

Its reasons for turning down the Select Committee’s proposals 
seem no less arbitrary. It may well be that the proposed Public 
Expenditure Commitiee—an amalgamation of the Public Accounts 
Committee and the Select Committee on the Estimates—would 
be no more efficient than its parents in watching the public purse. 
Yer in evidence before the Select Committee, the Government's 
representatives seemed opposed to the idea because it might be 
100 efficient, would make Whitehall too nervy and dithery—in 
Mr Morrison’s words—and interfere with the smooth running 


of administration. 
. 


Most important, however, to the general public is the ‘Govern- 
ment’s refusal to agree to the proposed inquiry by both Houses 
into delegated legislation. Its reason is that an inquiry would be 
premature so long as such legislation is still influenced by war- 
time powers and before experience has been gained of last year’s 
Statutory Instruments Act. But the objection is not to war-time 
powers, The point is that each new item of peacetime legislation 
is nothing but an enabling measure which leaves important gaps 
to be filled in by Whitchall after the Royal Assent has been 
given. If modern constitutional history is a struggle between 
Westminster and Whitehall, the Government's rebuff to the Select 
Committee is a defeat for Westminster. 


+ * * 


One Swallow ? 


Mr Barnes announced on Friday to the Standing Committee 
which is dealing with the Transport Bill that the Government 
did not propose to proceed with the clauses of the Bill that would 
have limited the “C” licence-holder (that 1s, the trader carrying 
only his own goods in his own motor vehicles) to a radius of 40 
miles from his headquarters. This may, of course, be no more 
than a tactical retreat in the face of what the Minister called 
“ increasing and growing anxiety ”—a concession made, unwillingly 
enough, to a public opinion which the Government does not want 
10 antagonise too far. Even if this were all, it would be a welcome 
and valuable amendment to a highly imperfect Bill) Apart from 
the gain in convemence to the traders holding “CC” licences, who 
could not expect to find in even the best-run Government service 
the same flexibility and fitness to their individual needs as in a 
service run by themselves, the nationalised road haulage system 
itself is,-by this deletion, given a better chance, on balance, of 
becoming efficient. I: is true that it will now lose a large volume 
of traffic that would have contributed to its overheads. But there 
is a substantial compensation for this. The most enlightened 
monopoly, commanding the services of the bes: possible brains, 
using the best possible accounting system, and seraphically free 
from any taint of restrictionism, whether in the interests of profit 
or of the mental comfort of its governing hierarchy, is handicapped 
in its quest for efficiency by the Jack of the external objective test 
that competition provides. Ima perfectly integrated planned 
or psa — ws mero sagcame to rather rarefied theory) 

fatal 5 ort theoreti ‘perfect integration; how 
very much simpler to leave a» pacemaker in the field—particu- 
larly when: the abolition of that pacemaker, in this case the absorp- 
tion of the “C” licence business into the Government monopoly, 
would itself put a heavy strain on the monopoly’s administrative 
efficiency. é : 

_But welcome in itself.as is the emancipation of the “(C.” licence 
holder, it would be still more so if it indicated—as it may do— 
not merely a sense of tactical expediency but a real change of 
direction within the Government. It may not, if this interpretation 
is correct, be the last such change. Not merely the “C” licence 
provisions of the Bill, bpt the ‘Bill <itself—at alt 
present form and with its present time-sch: causes “ increas- 
ing and_growing anxiety.” 10 industry and commerce, Postpone- 
ment of the mer date, or eee shelving of the Bill 
pending an ective enquiry, might not beri j i 
own sake, the overbutdened“Governmient ft Tk oy fee 


former, and a long-run supra-partisan view of the nationalinterest 
~—aided possibly in due ume by a little préssure‘from the ‘House 
of Lords—could achieve the latter. One swallow does not make 
a summer. 
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principle by agreeing that drinks should only be served with meals; 
and, further, that no licence should be gramed to a restaurant 
attached to or used for the purposes of any church or chapel. The 
Chestertonian thunderbolts are no longer at hand to blast the 
heathen ; but is it necessary, even in these days of gloom, to saddle 
the Church of G.K.C. with the prejudices of Little Bethel? In 
days long past it was the Englishman’s boast that he left his 
neighbour alons ; and the great quality of British democracy lay 
precisely in this, that a man was free to follow his own inclinations 
without fear of the imposition of an unwanted way of life. To-day, 
when the public inspector has become an even greater menace to 
freedom than the Puritan, is it too much to ask the temperange 
interests, not to rouch the hated liquid themselves, but at least to 
leave one remaining avenue open to free choice and enjoyment? 
And has it never occurred to them that the unholy alliance of dry 
Christianity with brewing and catering interests and enemies 
municipal reform may be even more unedifying to the 
me than the sight of a glass of beer on a British Restaurant 
table 

There ere in any case plenty of more mundane reasons why 
the Government’s decision is regrettable. Civic restaurants haye 
in some ateas been establishing themselves as badly-needed social 
centres and meeting-places. Above all, they have begun to provid 
a form of family centre which, precisely because it catered 
the family as a whole, was a definite counter-attraction to the 
type of public house which gives the temperance case its strongest 
arguments. The new clause will not prevent fu 
ment on these lines ; but it will certainly not assist it. And why, 
in the name of Heaven, is it necessary to greet the bread ig 
with legislation to promote the compulsory consumption of 
unwanted sandwiches? 

* * * 


No Bouquets for Egypt 


Arab League communiques always convey an atmosphere of 
brotherly harmony. They are a true refiection, therefore, of the 
League’s attitude to Palestine. But they become a mere glo 
when they aim to conceal internal rifts such as that which is 
splitting the League’s present committee deliberations about 
Egypt’s attitude to the Sudan. Iraq, Syria, ‘the Lebanon and 
Transjordan all came to i dence with international ble: 
They feel that if they endorse Nokrashy Pasha’s claim that th 
Sudan shall be permanently hitched to Egypt they will be deny- 
ing to the Sudanese rights that they themselves secured and prize. 
They also recognise (which many Egyptians do not) that there 
is a spontaneous independence movement in the Sudan and that 
here is a potential new League member. King Ibn Satd has 
therefore privately protested to King Farouk about Egypt's rigid 

attitude. Syria and the have publicly offered to act @ 

mediators in renewed negotiations with Britain. The gist of their 
comment is that if Egypt insists on carrying matters ro Une, 
it must think up a case that ‘they can support; but they advise 
against this course because, on a long view, Egypt—and with 
it the Middle East—is likely to get less interference, and therefore 

a better bargain, from the British than from elsewhere. ~~ 

_This argument places King Farouk and Nokrashy eae 

difficulty. ‘Their trouble is that they cannot take a long % 

because their hearts are set on keeping the Wafd (which boycotted 
the last elections) out of Parliament and office. They wot 

temporary respite from its pressure when they created a wave 
of popular fervour by announcing that they ‘would appeal t0 

Uno. Now they are in a quandary abotit ‘what to say. Their 

indecision is reflected-in the King’s smoeth acceptance of the new 
‘ i nominee, Sir.Rebert Howe,..as-Governer-Generalof the 

udan. 

If they are obliged,,forlack. of support, to-abandon their claim 
to permanent sovereignty over the Sudan, their case agaifst 
Great Britain becomes thin, because virtually identical pe 
posals already tabled by the British Government, The 
Amny is ready to go" or terms to which they have agreed ; 
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nor, it seems, even their fellow-Arabs will concede. At the 
same time, it could suggest that, pending the day when the 
Sudanese decide whether to link with Egypt or no, a truer con- 
dominium should operate with an administration increasingly 
Sudanese but responsible to a joint Anglo-Egyptian body. But 
the act would involve a sacrifice of some of the catchy slogans 
that are so useful in home politics. In yiew of Wafd strength, no 
politician can afford to take such an imitiative. The. only person 
possessed of sufficient popularity to take the plunge is the King. 


™ * * 
The Jews and the Terrorists 


The essenual problem facing all responsible persons. in 
Palestine is how to secure the collaboration of Jew with Briton in 
putting an end to public insecurity. Neither party can do the 
job single-handed, Hagana pickets, for instance, have not been 
able to protect Jewish individuals against robbery with violence 
by needy terrorists, or Jewish school teachers against unwelcome 
visits from Irgun intruders who incite their pupils to do and dare. 
Similarly, British martial law and curfews, operated in isolation, 
have not curbed the atiacks. Indeed, they have temporarily sim- 
plified the attackers’ task, since the Jew crouching behind the 
culvert can be sure that the approaching vehicle is military and 
a desirable target. Yet there are some signs that the two contri- 
butions to rhe same end are bringing the Jews to realise that they 
must help or they will be the worst sufferers, 

The Jewish Agency, handling the matter at its current mecting 
in Jerusalem, has nor gone so far as to offer to help the autho- 
rities, but it has said that it will not impede Jews from doing so 
Naturally it takes the line that appeasement—alias a return to a 
generous immigration quota—would cause all Jews to act faster 
and more firmly. But this argument leaves out of account the 
fact that the terrorists have no fixed price for stopping, and tend 
to raise their bid with every concession, 

The British authorities, for their part, give the impression that 
the inconveniences created by martial law in Tel Aviv and its 
area, and in one quarter of Jerusalem, have produced a little of 
the help they need with promise of more to follow, The reason 
why they are probably right is that the pocket of the Jewish com- 
munity has been gravely hit by a fortnight’s forced inactivity. 
Martial law directly affected one quarter of the Jewish popula- 
tion and cost the Jewish community £1,000,000 a day. This los» 
falls heavily not cnly upon. private businesses but .on the great 
public concerns—athe co-operatives like Tnuva and.the contract- 
ing companies, of which the biggest is Solel Boneh, which are 
directly affiliated to the General Federation of Labour 
(Histadruth). The Histadewth is, on account of its connection 
with such concerns, not an ordinary TUC. It is so closely related 
to the Agency that it will be bownd by that body’s decision not 
to give its help, as an organisation, to the authorities ; but there 
is reason to think that it will—in the interest of its related indus- 
trial and commercial undertakings—encourage its members to 
be co-operative. 

* *x * 


Talking Turkey 


The Minister of Food’s tour in Canada and the United 
States has resulted in a promise of Américan aid to build up 
wheat stocks in time for next winter, and the purchase of enough 
American beef to ensure the maintenance of the current meat 
rations, as well as of a few thousand turkeys. It is hoped that 
Britain will obtain 100,000 tons of wheat a month, or double the 
amount rceived on the last American allocation. The details 
of the discussions and agreements remain a close secret since, as 
usual, “it would be contrary to the national interest to publish 
them.” Is there any real case for the continuance of this secrecy? 
If the conditions of the bargain cannot be disclosed for the sake 
of national interests, it clearly implies that one side has been 

to make a greater sacrifice; and past experience leaves 
vetv little doubt about which. If by a miracle it should not 
be Britain, cries of alarm would already be audible from the well- 
informed lobbyists of Washington. ? 
But this is only part of a broader issue. State trading may in 
certain circumstances be efficient ; its main disadvantage is that 
absence of competition leaves no incentive or guarantee for 
ficiency. The only check existing is constructive and informed 
criticism both inside and outside Parliament. But the critics must 
be in possession of all information, including the stock position. 
Ever since the end of hostilities the Minister of Food has main- 
tained that the disclosure of stocks would put Great Britain a 
& disady. atage in bargaining with other countries. Time has 


Moved this argument to be specious. What country has not 


Britain to the limit, with perhaps the exception of the 


"already published. The question of the purchase of 


4il 

Dominions, who undoubtedly are told of our position? In any 
case, stocks of some foodstuffs can be estimated from the data 

turkeys is 
yet another case in point. Even though they could be acquired 
at a price which would not make them a luxury, surely Mr 
Strachey would not wantonly waste dollars on the purchase of 
a few thousand tons of poultry?“ Their disposal will present 
quite considerable administrative difficulties, even though they are 
destined ‘for catering establishments. Is the answer that the 
United States have imposed a condition of sale—“ you may buy 
beef so long as you also purchase our surplus turkeys”? If this is 


the case, the facts should be brought to the public notice imme- 
diately. 


* * 2 


Food Horoscope—Official 


Few subjects are more interesting or more speculative than 
the potential contribution which British agriculture might make 
to the saving of foreign exchenge. The Government has now been 
So bold as to contribute its own informed guess—it cannot be put 
higher—on this subject.* Unfortunately, the survey on which it is 
based was made as long ago as the winter of 1944-45, so that the 
fairly optimistic forecast for 1947-48 has already been robbed. of 
reality. But the long-term prospects are the important thing, 
and reality caa be restored to the forecast for 1950-51, which is 
taken by the survey to mark the restoration of fairly normal ‘con- 
ditions, by projecting the date a few years onwards... More unsatis- 
factory, though scarcely surprising in a: document originally 
intended for internal circulation is the attenuated character of 
the White Paper’s argument ; no competent private. survey would 
put down so many figures with so little explanation. 

The Government’s estimates are made im terms of pre-war 
prices. It concludes that the net output of British agriculture 
could be raised (presumably now by 1955 instead of 1950-51) to 
£318 million, which is about £40 million higher than in 1944-45 
and £80 million higher than before the war. The bulk of the 
incréase over pre-war would be concentrated on livestock products; 
a rise of 50 per cent in pigs and poultry, 25 per cent in milk out- 
put, 12} per cent in beef cattle and 7 per cent. in is thought 
to be possible. It is assumed that imports of feeding-~stuffs will be 
at the same level as before the war... But surely the aim should 
be to make them a good deal higher, since their conversion into 
animal products in this countgy can save about 60 per cent of the 
cost of purchasing such products overseas? The Government con- 
siders that the additional output could be secured with roughly the 
present labour force, but would require new capital investment 
of the order of £250 million (from where, incidentally, is the capital 
to come?). Other highly pertinent questions that need to be 
answered concern the effect of increased output on average farming 
costs and the prices or other inducements needed to call forth 
the increased output. 

Theoretically, then, £80 million of foreign exchange might 
eventually be deducted from the pre-war cost of food imports. 
But food consumption will not remain static. The Ministry of 
Food, in its part of the survey, tentatively budgets for liquid milk 
and vegetable consumption to be some 50 per cent higher than 
before the war, together with a very modest increase in the con- 
sumption of meat, bacon, and milk products. This would reduce 
the saving of foreign exchange to virtually nil. On the assump- 
tions the Ministry posits—that full employment and social: insur- 
ance policies will be implemented and that food will be kept rela- 
tively cheap—food consumption may well rise much ligher than 
this. The Government’s forecast thus raises policy issues of the 
first importance. It should help to end glib talk about Britain’s 
capacity to grow her own food ; it underlines the fact that steps 
to boost exports and to raise the productivity of British agriculture 
are complementary and equally urgent; and it suggests that it 
may well prove impossible to keep food very cheap (thus stimulat- 
ing demand at the taxpayer’s expense) without a permanent con- 
tinuation of rationing. Although any such intention is firmly dis- 
claimed, it is pointed out that the maintenance of rations at the 
1944 level, in conjunction with the expansion of British agriculture, 
might mean a saving of £116 million (again at pre-war prices) on 
food imports. ‘ x 

* 


The Wheat Conference 

The International Wheat Conference which met in London 
this week has before it a draft memorandum prepared in January 
by the International Wheat Council, bearing the imprint of 
the food proposals put out early this year by the Food and 


* Post-War Contribution of British Agriculture to the Saving of 
Foreign Exchange. Cmd. 7072. 2d. 
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Agriculmare Organisation. The wheat memorandum now under 
Giscussion contaigs in cancrete ferm all the dangers 140 a large 
commercial food-importing nation such as Britain which were 
implicit in the FAO proposals, tagether with a few new dangers 
of its own. The first step im the proposed agreement would be 
the fixing of maximum and minimum world prices of wheat. This 
proposal is not bad in itself, aluhough the difficulty ef securing 
prices which are fair witheut being artificially high, has already 
been illustrated by the failure to get agreement on wheat prices 
to tule for the first four-year or five-year period. The .majority 
of governments favour an initial range of 125 w 155 Canadian 
cents per bushel, although several exporting nations want the 
maximum to be as high as 180 cents. In any event, the range will 
be wide and 125 censs is a rather high minimum ; the minimum 
price in the Canadian contract will fall to 100 cents in three years’ 
ume. 

But the real dangers 10 Britain lie jn the subsequemt steps. The 
dangerous device is adopied of allocating among the main ¢xport- 
ing mations expert quotas, which :may not be exceeded without 
subsequent heavy penalties. When, however, an exporting nation 
has completed its quota and piled up ins permitted maximum of 
stocks, it may export ats surplus wheat at specially low prices to 
needy nations for nutritional schemes approved by FAO. The 
assurance that these special sales will not operate to keep up the 
price of nermal commercial exports has clearly been received 
with an outsize pinch of salt. 

At the same time, importing nawons are put under several obliga- 
tions. They are required to hold stocks in ondsr to help 
buttress the agreed range of prices, akbough they may draw on 
their stocks if the world price rises within 5 per cent of its ceiling. 
They can revise upwards, but not downwards, thei agreed ‘basic 
import requirements. They may on no account go on imparting 
fram a nation which has exceeded its export quota, unless, pre- 
sumably they are able to class themselves as “needy nations.” 
They ate given equal representation with exporting nations on the 
Executive Committee of the proposed International Wheat Council, 
but the advantage of this is rather diminished so far as Britain 
i¢ concerned by the proviso that no naien may have more than 
ane seat OF One vote. 

These proposals might seriously upset Britain’s long-term wheat 
cemtract with Canada and might amount to a permanent acceptance 


Letters to 


Development or Welfare? 


Sar.—Your article in yeur issue of March sth draws attention 
to the nee for a far greater investment of capital in the Colonics 
than is contemplated in the ten year plans, You suggest that it 
is probably “more than a coincidence” that public corporations 
are now being fermed te carry out development projects in the 
Colonies, over and above the ro-year plans under the Develep- 
ment and Welfare Act. It seems 10 me that, not only should 
it be “more than a coineidence” that public cerporatiens and 
development and welfare plans run side by side, but it should be 
a matter of deliberate and preclaimed policy that these two 
methods of financing development are complementary to each 
other and need to be pursucd with equal vigour. The Develop- 
ment and Welfare funds are too small to make any real impact 
on the low level of colonial productivity. AH they can do is 
to help, together with joeal taxes and jJoans, to provide a frame- 
work of public utihtiecs and social services on which econemic 
enterprise must bwild. 

Any general discussion of how much of this development 
and welfare money goes to “development” and how much to 
“welfare” seems to me botk -ruitiess and irrelevant. AU this 
money should be devoted to providing the general foundations 
of a decent economy, and individual circumstances will decide 
how much goes to social services, how auch to roads, irrigation 
or agriculture. But the real economic enterprise must draw from 
entirely other sounces. It needs scores of millions of pounds and 
entirely different techniques (such as the groundnuts scheme). 
This is where the public corporation comes in. The Treasury 
may not have sufficient money to finance a dozen groundnuts 
schemes, but money may be available through banks and the 
ordinary money market, or through the semi-pubiic madustrial 
fimance i in this country, for colonial imvestment. 

‘One is never told that the difficulty lies im a dack of investment 
money, ether hene er in the Golonics, but there appears to be 
inadequate machinery for channelling it in the right directions 
under some form of public control, At all events the possibilities 
of raising capital for investment in enterprise should be kept 
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et unncoessarily Ingh wheat prices. Coming in the same 


imparts of foodsifis, especiall y—incidenially cal imports 
make strange and gloomy reading as the basis of discussions whj 
have been propesed and blessed by the United Kingdom Govem. 
ment. ae 


Shorter Notes 


In the Civil Estimates for 1947-48 the anticipated trading deficit 
of the Ministry of Kood is put at £313 anillion, which 
with a final figure of £281 milkon tor the year just ending, }; 
seems more than likely that this figure will be revised, pr 
in an wpaward direction, during the course .of the ‘year. So far as 
individual items are concerned, the loss on cereals and ceres! 
feeding stuffs {a {100 million deficit) ts expected to be amos 
doubled, and milk products will be more costly ; but the foss.on 
eggs and egg products, owing partly to reduced supplies, is fikely 


to diminish. 


Week. as 
the Govermment’s forecast of a pemnanemt need for very large 
which 


x 


More than ten billion ‘dollars will be needed this vear for reli¢ 
and reconstruction in twelve devastated countries. The Econemic 
and Social Counci] had this figure before it when it decided carker 
this month to form the Economic Commission of Eurepe. Twas 
estimated that 6,840 million dollars could be got from the foréiga- 
exchange and other resources of the needy countries, leaving a 
deficit of nearly 3,500 million dofars. It was pointed ou that 
the International Bank could kend no more than about three- 
quarters of a billion dollars and, under its various mules, could 
not assume more than a fraction of the burden. Several hundeed 
milfion dollars in gold might be available from German external 
assets and the return of loot ; conversion of other German assets 
would be unlikely this year. Whatever the undevastated nations 
may offer in the way of relief grants and credits will still leave 
a colossal deficit. No one knows how it is te be met and the 
figures for Asia and the Far East are not yet ready. The countries 
affected are Belgium-Luxemburg, Czechéslovakia, Ethiepia, France, 
Greece, Netherlands, Poland, Jugeslavia, Austria, Finland, Hun- 
gary and Ttaly. : 


the Editor 


distinct from the development and welfare planning, and should 
be recognised to be of at least as much importance. We ae 
frittering away opportunites by thinking only of development and 
welfare and arguing how these relatively small sums should be 
divided, when the crux of the matter is that huge investments aft 
meeded over and above anything that may be done by the develep- 
ment and welfare plans.—Yours faithfully, 
Rita Hinpex 


Fabian Colonial Bureau, 11 Dartmouth Street, $.W.1 


The Coal Target 


SiR,—Now that power has been restored to the factories and the 
immediate fuel and power crisis is ever, we feel that considerane 
ef some of the technical factors involved may help in dcr 
plans te avoid even more severe power cuts next wimer am i 
succeeding winters. 

In this counary, we depend on coal for power production. We 
have no native oil as an alternative fuel and there are not Vey 
many opportunities for using water-power. ‘Nevecrheless, # 
believe it is more important that some power stations, H 
larly those near oil refineries, should be fitted with rhe necessily 
equipment to make possible a switch-over to oil fuel durmg# 
acute crisis such as that we have just passed rhrough. 7 
necessary equipment is inexpensive and could be made available 
rapidly. More important is that we should make full use of to* 
resources of water power that we do possess; the Severn? 
would save nearly a million tons of coal a year and hydro-elean 
schemes in the Highlands could save as much more. r° 

But even if such schemes are carried out coal will still bet 
main basis for production of power. The factors involved # 
increasing coal output are now well known. The miners # 
setting an example to the nation in the way they ate con 










to increased output, but even if all interests follow their exam 
and provide the mining industry with all i needs, an mcreer 
output of 5 per cent, or thereabouts, is all we can hope to acl 
in 1947. A much greater comribution can be made TOWe® 
balancing power production against power needs dy 
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efficiency of coal utilisation. On an average in this country, we 
only use 20 pet cent of the energy available in the coal. we. burn, 
the other 80 per cent is wasted. While. it is not. practicable. to 
achieve a 100 per cent efficiency of utilisation, we believe. that-an 
efficiency of 40 per cent could be ceached ; this has been done in 
Germany. Both industrial and domestic consumers can help. 
The main techmical steps that would be involved are : — 

(i) Increasing the average of steam-raising efficiency in industry 
to the level ot the best firms. This would mean providing old- 
fashioned hand-stoked boilers with the much more efficient auto- 
matic stoking equipment, smail firms being provided with credits 
where necessary. Farmers can now be dispossessed for bad 
husbandry ; we believe a salutary effect would be achieved by 
penalising failure to reach certain minimum standards of fuel 
utilisation in industry. 

(ii) The domestic open coal fire must be replaced by stoves 
burning processed coal (coke, coalite or gas) whatever sentimental 
sacrifices are involved. All housing estates should be fitted with 
such stoves, or, better still, district heating schemes should be 
developed using where possible waste heat from power stations. 

Technical improvements such as these cannot be carried out 
without detailed planning and allocation of priorities by the 
Government ; this is what is now needed.—Yours faithfully, 

15 Half Moon St., London, W.1 F. B. Cope, 


Hon. Sec., London Area Committee of 
Association of Scientific Workers 


The Case for Deflation 


Sir,—I fear my letter of last week failed to convey my meaning, 
for you comment that “ the total of personal money incomes greatly 
exceeds the supply of goods.” 

My contention is that the total of incomes is always equal to 
the output of goods. 

That there are “transfer” incomes which are paid for by no 
current services, such as the national debt, old age pensions or 
charitable or family gifts, does not affect the principle. The ex- 
clusion of transfer incomes from calculations of the national income 
is well recognised by statisticians and economists (for example 
in the annual White Paper which accompanies the Budget). They 
are best treated as portions of the taxpayers’ or donors’ incomes 
delegated to the recipients, If that is understood, all incomes are 
derived from production and all production generates incomes. 
The incomes and the production are two different aspects of the 
same quantity. Inflation occurs when expenditure exceeds in- 
comes ; demand then exceeds output, and prices are driven up. 
Incomes are increased, but are still equal to output at the higher 
price level. 

The excess demand is made possible because people car: supple- 
ment their incomes by drawing on balances, Inflationary Govern- 
ment finance cannot cause a disparity between incomes and pro- 
duction, but, by creating money out of nothing, it adds so much 
to the balances to be drawn on. 

The misconception which I am seeking to remove is dangerous 
because it suggests that the problem to be solved is a matter of 
the hundreds of millions of current deficit, not of the thousands 
of millions of redundant money. The new money created merges 
in the existing stock. An ordinary budget surplus would make 
little impression on so vast a total.—Yours faithfully, 


R. G. Hawrrey 
29 Argyll Road, London, W.8 


{It is now a commonplace of economic’ theory that the total of all 

comes must equal the value of output,. But Mr Hawtrey would 
surely not deny that the total of personal incomes can exceed the 
value of output. Suppose the State prints some additional currency 
and hands it over to its employees. Personal incomes have gone up, 
without any increase in things to spend them ‘on. Total incomes have 
not, because the increase in personal incomes is offset by the deficit 
(“dis-income”) of the State. Mr Hawtrey is talking about. total 
incomes ; we were talking about personal incomes, and we persist in 
the beliefs (a) that an excess of personal incomes is dangerous ; 
(b) that the danger is not merely potential, like the (admitted) danger 
Or pending of past hoards, but actual ; and (c) that it can be corrected 
by policy.—Eprror.] 


Census of Distribution 


SiR,—As an economic statistician, I wish to place on record 
my deep regret that the Government have now decided, after 
the Ponement of the Census of Distribution, to postpone the 
taking of a Census of Production until 1949. As a Census of 

pulation will not be taken until 1951, and as the analysis of 

these Censuses takes considerable time, it will be not until 


ri 
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well in the 1950’s that we shall obtain an overall picture of! 


the British economy, ee 

In recent years many of us started empirical investigations into) 
the structure, productivity, inter-relations, prices and costs of| 
British industry, with the general aim of arriving at practical 
conclusions which would help in the advance of British industry; 
and the raising of our standard of living. ‘In these investigations 
data for the 1930’s were used, in the hope that in due course 
up-to-date and more comprehensive statistics might be substi- 
tuted. ‘These hopes now vanish one by one. To mention one 
example, one cannot at the present say anything about the over- 
all productivity of British industry compared with a pre-war date, 
and it is shocking to realise that this position could not be 
remedied before 1950. 

One would have imagined that the crises through which British 
industry is passing, and the Government’s alleged intention of 
planning production, would have made the taking of a Census 
of Production more imperative than ever before. One would 
also have imagined that our acute shortage of manpower, and 
the virtual lack of knowledge about the efficiency of distribution, 
would have made the taking of a Census of Distribution equally 
imperative. In fact, the Government will have no information. 
on which an overall and consistent economic policy could be 
based until it might be too late to apply such a policy.—Yours, 
faithfully, T. Barna 


Houghton Street, Aldwych, London, W.C.2 


Design in Industry 


Sir,—It is not only in the motor industry that producers must 
study appearance. From time immemorial the eye has played an 
important part in assessing qualities, and it will continue to do so. 
If the eye is not pleased how often no further interest is taken. 

In days when Britain was the major industrial producer and 
machines were more crude, low prices were in themselves sufficient 
to ensure large markets and quality of design was not of major 
importance in securing sales. This situation has now been re- 
versed. Each of the two great wars has converted importing 
countries to producers. Each new country so converted instals the 
newest machines it can buy. Each hopes to break into the export 
market. Most of them pay considerable attention to design to 
increase their chances. 

The United States is design-conscious. Her great producers 
employ design specialists to work with technical experts a3 a 
team to satisfy the eye and hand of the consumer, through form, 
materials and their proper use, fitness for purpose and ease in 
handling, seeking to build up goodwill through pride in possession. 
We may not always like what they do, but it is folly to ignore and 
even decry methods adopted by our chief competitors which have 
proved successful, and still more foolish if we wish to sell more 
of our goods in the American market.—Yours faithfully, 


The Studio Limited, F, A, MERCER 
66 Chandos Place, Strand, London, W.C.2 


‘ 


From The Economist of 1847 


March 20, 1847 


IN proportion as the State charges itself with the duties of 
individuals, it exonerates them from the performance of their 
duties. If it should educate their offspring, it should also 
clothe and feed them. ‘To some extent this is done, and to 
a larger extent it is proposed. The consequence, however, 
must be to reduce the bulk of the people to be mere tax- 
aying automatons, without any of the motives for good 
viour which nature has implanted in ‘parents. It sub- 
stitutes the State for the order of Nature. Now, as the 
State comes in the end to mean the one only mind which 
conceives the law, and the one or two persons only who 
carry it into execution, this contrivance really, in the end, 
substitutes the skill and wisdom of one or a few for the 
skill and wisdom of the many. But it is clear that the 
skill and wisdom of the few never can equal the skill and 
wisdom of the wheie, of which they form a part. This 
contrivance, then, necessarily substitutes comparative 
ignorance for wisdom. It destroys in the many natural 
motives for exertion, and makes them the slaves of a system 
ised and carried out by a few. It never can be beneficial 
to substitute the State for the many parents, and not bene- 
ficial, therefore, to regulate education by public authority, 
instead of leaving it to irdividuals. 
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Books and Publications 


Stalin—The Bad Neighbour 


“ The Great Globe Itself.’’ William C. Bullitt. Macmillan and 


Company, Ltd. 259 pages. 8s. 6d. 


Mr BULLITT minces words so little in his analysis of Soviet policy 
that even its bitterest critics may find some of the argument 
hard to digest. There are 180 pages of indictment and recom- 
mendation and 7o pages of appendices. Of these appendices the 
first gives a list of Soviet violations of international treaties and 
assurances, placed side by side with charges preferred against the 
German war criminals at Nuremburg—the number of charges 
coming to 28. The second gives a series of extracts from the New 
York Daily Worker showing that paper’s efforts to keep in line 
with changes of policy in Moscow between 1939 and 1945. These, 
though amusing, can be ignored and attention concentrated on the 
main argument, which is clearly, vigorously and fairly put. 


What do people, in fact, fear in this post-war world? asks the 
author ; the answer is given in one sentence: “The only totali- 
tarian imperialism that threatens war in the world to-day is the 
Soviet Union.” Part of the blame for this state of affairs is laid 
on President Roosevelt who, it is argued, should have got from 
Stalin as the price of American help assurances that no European 
nation should Jose :ts independence as a result of the war, and 
should have laid during the war the foundations of the federation 
of independent democratic states in Europe proposed by Mr, 
Churchill, During the Teheran negotiations, it appears, President 
Roosevelt gave “ a seminar,” for Stalin’s benefit, on the good neigh- 
bour policy, in the course of which Stalin gave a sweeping declara- 
tion of his desire to conciliate his neighbours in Europe. Bur when 
it came to Yalta, Mr Churchill was left alone to fight against the 
Soviet demand for a slice of Eastern Poland and the redrawing 
of the Western frontier of Poland. The opportunity then missed 
Mr Bullitt wants to see recreated. Force must be used to give 
moral ideas time to grow ; in other words, the United States must 
state what are the tolerable limits of Soviet expansion and organise 
an intra-European League to preserve them. 


Its purpose would be defensive; Mr Bullitt rejects outright 
as immoral the idea of a preventive war. Within the frame- 
work of the United Nations he would create an association 
of Western independent states bound together by ideology and 
economic interest, supported in the final ordeal by President 
Roosevelt’s “ Atlantic Doctrine.” Like Wilson, he puts his ideas 
into 14 points, some of which overlap. The principal one are: 
support Uno, but recognise that it is still not a security organisa- 
tion; treat the Soviet Union as a rotalitarian dictatorship—but 
with scrupulous fairness and correctness—and give the American 
public more facts about its activities in Europe; maintain 
superiority in the air and make more atomic bombs; refuse to 
give atomic secrets or economic assistance until the Soviet 
Government gives up the Communist creed of world conquest ; 
start conversations for a European federation of democratic states 
and give Congress facts :o justify American support. 

As part of his case Mr Bullitt gives a sketch of Russian history, 
which amounts to saying that the Soviet way of life and govern- 
ment springs directly from Russian historical experience ; but this 
approach appears to justify the very “appeasement.” of which 
he accuses Mr Roosevelt. Much more cogent is his analysis of 
Soviet foreign policy since 1917, with its six fundamental changes 
of direction in 30 years, and his account of the weakness of post- 
war Europe. .He finds the mainspring of Soviet policy in the 
fact that Moscow is the headquarters of an international faith 
which, according to Lenin, cannot live side by side with other 
faiths He can find no need of space, of raw materials, of 
trading opportunities, or security which will justify Stalin’s 
behaviour. He does not ciscuss the possibility that the Soviet 
rulers genuinely fear an American—and British—attempt to 
subvert the Russian people from their allegiance to the way of 
life and work to which Lenin’s successors are pledged, nor that 
Washington and London may look from Moscow like headquarters 
of a rival international organisation. 

What is most disappointing about the book is its failure to 
provide, from Me Bullitt’s own experiences as Ambassador in 
Moscow, illustrations of the inevitability of his general conclusions, 
He must have seen something of the complexity of affairs ; now, 
ten years later he makes everything look too simple. 


Federalism in America 


“The Fiscal Impact of Federalism in the United States.” By 
James A. Maxwell. Harvard University Press. London 
Geoffrey Cumberlege. 427 pages, 28s. 


Tue latest volume in the Harvard Economic Studies constitutes 
by far the most comprehensive treatment to date of the fisca} 
implications of federalism in the United States. The events of the 
thirties created a virtual revolution in the fiscal relationships of 
federal and state governments, a revolution which has so far 
been studied only im certain aspects; thus the development of 
federal grants, the administration of public works, or the problems 
of conflicting taxation have, in isolation, all been treated with @ 
fair degree of thoroughness, But this book is the first to bring 
these problems together, and to consider them in relation to each 
other, The author proceeds from a historical résumé of the 
changing fiscal relationships of state and federation to a detailed 
examination of each field of government action—defence, justice 
and police, education, public assistance, etc—and then to a 
similarly detailed study of the sources of taxation—income tax, 
commodity taxes and soon. The result is not only an ext 
thorough examination of all the main fiscal problems, but also, 
since fiscal control] is the key to power in a federation no less than 
elsewhere, an unusually revealing exposure of the springs of 
power beneath the complicated surface of the American. cons 
stitutional structure. 


Mr Maxwell, to a degree not often found among authors of 
academic treatises on his subject, has a shrewd nose and sound 
judgment for the political realities which underlie legal and con- 
stitutional forms. This enables him not only to unmask the 
economic interest, public or private, which is swaggering in the 
robes of states rights or national sovereignty. Tt also helps him to 
observe the far more elusive attempts of a large and diversified 
country to maintain both a national direction from the centre and 2 
maximum of local control. “For some countries federalism is 
appropriate because only federalism is practicable.” This aware- 
ness permeates the entire book, and in consequence the relation 
between even the most recondite fiscal problem and the social, 
political and economic facts of contemporary America is 
always kept in mind. There was a time when Dicey’s dictum 
that “federalism is legalism” truly reflected the constitutional 
struggles which dominated the American scene. Today many 
of those struggles have been transferred from the courts to the 
counting-houses. But the fundemental factor of diversity in unity 
remains. It is perhaps the supreme merit of Mr Maxwell’s ex- 
cellent book that it continuously recognises, respects and 
illuminates that fact. 


The Economists’ Bookshop | 


(jointly owned by the London School of Economics and Political} 
Science and by The Economist) | 


is now open for business at 


11/12 CLEMENT’S INN PASSAGE, 
ALDWYCH, LONDON, W.C.2. 


The Economists’ Bookshop specialises in books on 


Economics, Sociology, Psychology, History, Political | 


Science and Current Problems, to which some 

selected general literature is added. — 
Particular attention will be given to the supply of | 

books to and from any country in the world. Postal | 

orders are welcomed. 


The difficulties of the book trade at the present day | 
are well known and it is impossible to promise to supply - 
any book on demand. Inquiries, however, are invited. 
Orders for books for which there is a reasonable chance _ 
of re-issue will be kept on file and the books supplied 
as soon as they become available. | 
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AMERICAN SURVEY 





The New Monroe 


(From Our US Editorial Staff) 


T is true to say of the Greek crisis that only the news of it 

was new. But it was major news. The economic, political 
and military difficulties of Greece have been duly reported, 
through private channels and to a considerable extent in the 
newspapers, for months. The British compulsion to reduce 
overseas commitments has also been obvious over a period; the 
anticipated withdrawal of British troops from Egypt was 
announced as long ago as March 7, 1946. 

But however much about the crisis might have been foretold, 
the fact remains that the Administration gave no forewarning. 
So the country has been very suddenly confronted with major 
commitments, and shocked by the clear inference as to who must 
meet them. The chronology of shock is worth listing. 
Bracketed between the blizzard of February roth and the 
blizzard of March 7th in the British Isles, came three British 
announcements. On February 2oth, Mr Attlee gave notice that 
British troops would be out of India by June, 1948. On Feb- 
ruary 25th, Mr Bevin proposed handling the Palestine problem 
through the United Nations. On February 28th, came news 
of the Greek withdrawal, with March 31st, one month off, as 
the financial deadline. 

But it was the weather that really did it. Except for State 
Department experts and minority groups whose personal con- 
nections made them sensitive to particular conditions, the areas 
from which the British were withdrawing might have been 
regarded by the general public as far away countries of which 
they knew little. But few Americans had ever expected to see 
a time when they might be called upon to carry coals to New- 
castle. The snowfall, by exaggerating the shape of things in 
Britain, revealed to a people accustomed to complain of the 
difficulties of life with father, what life would be like with father 
no longer there. The rather-too-promptly-published obituaries 
seemed, many of them, to take insufficient account of the likeli- 
hood of a spring thaw; and it was curious how many people, who 

viously had seen small merit in British imperialism, were 

to speak of the departed with delicate regret. But the 
assessment of the British domestic position, however inaccurate, 
underlined implications of the overseas situation which might 
otherwise have been too lightly taken, or ignored. Pax Britan- 
nica is over. Who then shall be the keeper of the peace? 

The gravity of this question was made much heavier by Mr 
Gromyko’s speech at the Security Council on March 8th, His 
refusal, which seemed definitely to bar the way to any inter- 
national control of atomic energy, is a major item in the 
chronology of shock. 

* 


These facts were known, and at least partly realized during 
the interval before Mr Truman appeared at the joint session 
of Congress on March 12th. Even his financial recommenda- 
aed been forecast with ene ve that reason, his 

rapid, unemphasized reading is Message gave some- 
what the effect of the second. reading of a Bill. ; 

The major uncertainty preceding the speech was whether it 
would parallel the policy of piece-meal -making which this 

tration has followed, putting the case of Greece and 

key as a narrow instance of crisis, or whether emergency 
action would be proposed. in a wider context. A considerable 
Bat. of the initial. approval of the proposed policy may well, be 
to the decision—fortified, it is understood, by Mr Vanden- 
berg—which made Mr Truman say: “I am fully aware of the 
implications involved if the United States extends assist- 

ance to Greece and Turkey,” and then go on to spell them out. 

For a comparable spelling out of American policy in peace- 





tme,-—and for a startling continuity of thought—one must go 
back to President Monroe’s message to Congress of December 2, 
1823. In a period when transatlantic travel was a matter of 
weeks, President Monroe said: 
A strong hope has long been entertained, founded on the 
heroic struggle of the Greeks, that they would succeed in their 
contest and resume their equal station among the nations of 


the earth. It is believed that the whole civilised world take a 
deep interest in their welfare. 


—Then, turning to the affairs of Spain and , 

The citizens of the United States cherish sentiments the most 
friendly in favour of the liberty and happiness of their fellow 
men on that side of the Atlantic. In the wars of the European 
powers in matters relating to themselves we have never taken 
any part, nor does it comport with our policy so to do. It is 
only when our rights are invaded or seriously menaced that we 
resent injuries or make preparations for our defence. With the 
movements in this hemisphere we are of necessity more imme- 
diately connected, and by causes which must be obvious to all 
enlightened and impartial observers. The political system of the 
allied powers is esseatially different in this respect from that of 
America. .. . We owe it, therefore, to candour and to the 
amicable relations existing between the United States and those 
powers to declare that we should consider any attempt on their 
part to extend their system to any portion of this hemisphere as 
dangerous to our peace and safety. 

The extent of action advanced by President Truman “ to 
support free peoples who are resisting attempted mobilization 
by armed minorities or outside pressures” contrasts 
with the series of steps taken against German totalitarianism in 
the latter 1930’s. Before World War II, there was neutrality, 
quarantine, boxes and bales—first on a cash-and-carry basis, 
then on lend-lease—but not men. Until after Pearl Harbour, 
not men. The present proposal is for funds, commodities and 
personnel—both civilian and military—right away. 


* 


Only the first indications of reaction are yet visible. The 
grimness of the mood, which includes but affects much wider 
circles than Congress, recognizes the dark possibilities of the 
President’s words: “ This is a serious course upon which we 
embark. I would not recommend it except that the alternative 
is much more serious.” Comments such as “If we fail, this 
aid to Greece is the lend-lease of World War TI,” indicate the 
belief that a near miss is the best alternative available. 

The new policy exacerbates the problem of political bed- 
fellows. Senator Brooks, whose opinions often coincide with 
those of the Chicago Tribune, and Representatives Marcantonio 
and Powell, whose opinions often coincide with those of the 
Daily Worker, join in viewing with alarm. But shorn of ex- 
tremes, substantial Republican support as well as Democratic 
backing is expected. The middle-of-the-road opposition will 


probably rely on two arguments: American strength should 
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not be dissipated around the globe—let the other fellow wear 
himself out; and, the United Nations is the proper vehicle for 
handling these matters. 

The preseat moment may, however, be the peak of popularity 
for the new policy. The next phase will get down to specifics, 
and hence to specific disagreements. What sorts of governments 
will actually be backed? If, as Mr Truman said, the status quo 
is not sacred, will it nevertheless be sacrosanct? How well- 
thought-out are the economic plans to be put into effect in April, 
and how competent is the staff being prepared to undertake 
them? How great an allocation of the nation’s resources, in- 
cluding manpower, to military uses will the new policy require? 
What does it do to prospects for a tax cut? Will a policy of 
containing communism abroad induce witch hunts as well as 
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security measures at home? The next weeks’ debates will see 
all these matters aired. 

Yet there is in this policy some sense of a long-term rec 
of balance. It affirms democracy as an article of export with a 
willing market, Since the onslaught of the 1929 depression, 
the self-criticism of a nation aware of wasted and wasting fe. 
sources, followed by outside criticism from totalitarian regimes 
organized to confuse and divide, have put the country on the 
defensive, made it aware of the gaps between public professions 
of democracy and the daily practices of private life, led it t 
expect initiative to come from the totalitarian side. Here ig an 
affirmation that a system which believes in the Bill of Rights j 
best. Here is an initiative which cannot be declared in ad 
to be too little and too late. ‘ 


The Role of Government 


(From Our US 


HILE Congress is struggling with the question of what 
W limits it is to place on appropriations for the federal 
‘government and encountering great difficulty in doing 50, local 
governments are rapidly discovering that they too face great 
problems. Indeed, discussions of the local issues have become 
fully as prominent as the national matters. While the citizenry 
is concerned with national defence, veteran care, debt service 
and federal bureaucracy, it is also concerned with local trans- 
portation, education, crime and care for the ill and the injured. 
Activities of both types are costly and the needs great. 

New York City is facing its subway (i.e., Underground) 
problem again—in more acute form than ever. Mr O'Dwyer, 
the Mayor, calls the situation “ chaotic.” At rush hours crowd- 
ing is indescribable and the local press uses such words as 
uncivilized, barbarous and disgraceful ; subway riders use terms 
more vivid but unprintable. Everyone agrees that something 
must be done, and the cest of reasonable modernization is esti- 
mated at $400,000,000. The city, which owns and operates 
the lines, already has a budget of about $1 billion for the 
fiscal year 1047-48 and a debt of about $3 billion—the next 
largest governmental indebtedness to the federal. The 
real estate interests, who provide most of the tax revenue, 
vigorously assert they are already overburdened and urge a 
rise in the subway fare from § cents to 10 cents. Numerous 
groups oppose such an increase. as falling hardest on those least 
able to pay, and the city government, after hearings, has taken 
a stand against a fare increase. Its solution is to appeal to the 
State government for aid—but the Republicans at Aibany, the 
State capital, seemed inclined to let the Democratic city admini- 
stration find its own ways and means. 

The New York subway is only the most extreme example 
of the problem of local transportation which exists at many 
places in the nation. . With the return of petrol, traffic on city 
streets is badly congested. Local bus and trolley systems badly 
need much new equipment. 

In education, the crisis is pronounced. An extreme shortage 
of teachers exists throughout the country and there is every 
reason to believe it will become worse next year and the year 
after. The New York Times is currently ing On an ex- 
tensive study it has just completed and the story is striking. 
About 6,000 schools in the country are closed for lack of 
teachers and 60,000 of the total of 850,000 teachers to-day have 
only a high school education or less, while another 100,000 have 
completed only one year of college., About 125,000 are teaching 
on emergency substandard licences issued. by authorities whose 
only alternatives are to Close the schools, to cut the already 
reduced curriculum, or to crowd already overcrowded classes. 
Twenty-five years ago 22 per cent of the country’s college 
students were in teacher training while the present figure is 
7 per cent. The average classroom teacher today gets $37 a 
week and 200,000 of them receive $25 a week or less. They 
can cam more in many occupations, even including 
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garbage collection, truck driving and bartending. Teacher 
morale is very low and the Times says that at least 2,000,000 
children are getting “ impaired, inadequate education.” Enroll. 
ment in primary and secondary schools is now about 26,000,000 
and will rise for several years due to the large increase in births 
during the war. The Times reports that the United States 
spends 1.5 per cent of its national income on education, 
compared with 3 per cent in Great Britain and 7.5 per cent 
in the USSR. The teacher crisis is only more severe than the 
problem of school buildings. The Times says bluntly that 
a “ depiorable ” condition exists. f 
A similarly acute condition is reported in libraries. . That of 
New York probably is more extreme than some but the con- 
dition just revealed by the President of the Public Library is 
indicative. The New York Public Library last year had a steff 
turnover of 44 per cent, Of the total staff of 868 only six ar 
paid as much as $4,000.a year. Service to children in hospitals, 
orphanages and welfare institutions has had to be eliminated, 
other services greatly reduced. ite 
The condition m public hospitals is bad. Mr O’Dwyer,in 
his appeal for State aid to the city, revealed that by last October 
the city hospitals has reached a condition where there was one 
nurse for each §2 beds and that space and equipment shortages 
made it necessary for some patients to be put on the floor. Pay 
increases have alleviated the condition somewhat since then— 
but at the cost of a higher budget total. Hospital conditions 
elsewhere are also critical in many cases. i 
These conditions currently receiving publicity are only the 
more extreme examples. New York and many other cities have 
police forces inadequate to cope with the criminal tendencits 
which are appearing now as after the other war. Fire protection 
is below reasonable standards. Overcrowded slum housing 
breeds disease and crime and calls for rectification even mor 
loudly now than ever before. as 
The way of the budget cutiers is therefore hard at the local 
as well as at the national level. At the local as well as at ihe 
national level, the nation is struggling with the basic questidn 
of the appropriate réle of government, or, to State it differently, 
with the question of the most appropriate a 
resources. The problem is complicated by ‘the 0 
ment which the nation is still experiencing. It is can 
by i inet ft iin and is ita’ since 
And it is complicated by the large shifts of population w 
But these are only complications. Fundamentally, 
the population still believes that that government is best wilt 
spends * least, and os and emotionally oppo* 
expatision of any expenditure for an at any time. Hor 
is this attitude to be s iE tie AE eed for bett 
local services, and with federal government functions compal® 
with the nation’s international position and the requirements) 
urbanized society? ' : 
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American. Notes 


Cracks in Republican Solidarity 


It has taken only three months of power to show that Repub- 
lican “unity” is only slightly less fictitious than that of the 
Democrats. True, there is no’ solid and Dixon line 
running down the middle of the party, no single demarcation based 
on geography, economic interests, and state of progress. But the 
divisions are already sufficiently marked to have elicited a plea 
for teamwork from Mr Reece, the Chairman of the National 
Committee, a plea which Senator Morse, of the party’s smail 
liberal wing, has denounced as a “brazen demand for reactionary 
comrol.” Sixteen “freshman ” Senators; including such experi- 
enced old political hands as Senator Bricker and Senator Baldwin, 
have demanded a bigger voice in the forming of policy. On the 
far right, Senator Bushfield accuses the party of betraying the 
voters who put it in power—a charge with which the Democrats 
heartily agree, and which has cut Senator Taft to the quick. 

On the most important issues before Congress, there are sharp 
disagreements between the leaders, or between the leaders and 
their followers. The Lilienthal appointment is opposed by Senator 
Taft and Senator White; it is supported, though not very loudly, 
by Senator Vandenberg. The Vandenberg-Millikin tariff com- 
promise was received with a very ill grace by Senator Taft, who 
has publicly doubted whether it modifies any of the substantial 
objections to the Reciprocal Trade Agreements Act, but who 
grudgingly concedes that no legislative alterations could over-ride 
a Presidential veto. The House and Senate are still deadlocked 
on the size of the bite ro be taken out of the President’s budget, 
and how much is to go to tax reduction, how much to debt reduc- 
tion. On labour questions the extreme right, strongest in the 
House, favours drastic measures like the abolition of the closed 
shop and the end of industry-wide bargaining; the Senate bill 
will be drawn more prudently. On aid to Greece, Senator Taft 
is being brought into closer touch to win over his support. 

None of these divisions is likely to be, or will be allowed to 
become, fatal to the party fortunes, and compared with earlier 
Congresses, this session has not been unusually dilatory. Spade- 
work in committee is well advanced; the Republicans have had, 
in addition, to cope with the changes of the Reorganisation law. 
What the party aré suffering from is the gap between the realities 
of government and the wildly improbable campaign promises they 
made last year. They: are encumbered, as well, by. too many 
potential leaders, and too Sickel ak ee is a 
constant temptation to put election of 1948 ahead . issues 
of 1947—with a consequent blurring of the legislative record which 
candidates like Senator Taft hope will stand them in good stead 
eighteen months hence. Lucky) the \candidate, like Governor 
Dewey, who has no rivals in his own particular pond. And lucky 
President Truman, who has inherited a policy, has no formidable 
contenders, and ‘whose party, according to the latest Gallup poll, 
has recaptured 51 per cent of the voters. 


* * * 


Another Round of Strikes 


(From Our US Editorial Staff)—Labour relations are confused 
again, and the outlook has probably become somewhat more 
dubious in the last 30 days. The major development has been 
the marked increas¢ in commodity prices which is moving through 
to the cost of living. The other uncertainty arises from the 
Supreme Court decision in the United Mine Workers’ case ; while 
this has been taken by some people as a curb on strikes, the validity 
of this conclusion is not yet established. Meanwhile, significant 
disputes are reaching the critical point of the calendar. A dispute 
beween telephone employees and their employers has reached the 
point where a strike appears ad possibility, and the present 
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pase a rea eg are, ap eh 
ciled, and there are a great many cases of individual companies or 
smaller industries which are reaching the showdown stage in 
coming weeks, . as 
Only a few weeks’ago, the view was frequently expressed that 
3 year’s labour, controversies , would. not each the point of 
national significance and of lost production that was seen in 1946. 
There were several reasons for.this hopeful:view. With the end- 
ing of controls, it became possible to reach wage settlements at 
the cost of higher prices. Corporate profits in some industties are 
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high and could permit some adjustments. On the other hand, last 
year’s painful experience of idleness and loss of income’ would 
restrain the workers. Pending labour legislation by Congress 
would also be a restraint since strikes would enhance the risk of 
more unfavourable measures. And prices and the cost of living 
had not generally been expected to be rising during the spring— 
indeed, a stable or even declining tendency was frequently a 
pated. The new developments have raised significant questions 
about this hopeful point of view. 


* * * 


“ Management’s Front Line ” 


The first word on the right of foremen to organise was spoken 
this week when the Supreme Court in a 5 seaaeaeian declared 
that they shared with other employees the protection extended 
by the Wagner Act. The last word undoubtedly will come from 
Congress. The right of foremen to organise already agitates many 
a Congressman, and Senator Taft has pointed out that pending 
legislation would free managements of the obligation to bargain 
collectively with organisations of foremen. 

In the majority decision, Justice Jackson plainly invited Congress 
to write its own recipe, The case before the court was brought by 
the Packard Company, which insisted that its 1,100 foremen were 
in the “front-line of management” and refused to bargain. with 
their union on the ground that foremen were not employees in the 
meaning of the Wagner Act. Mr Jacqson insisted that there was 
no reason for believing that the Wagner Act was intended to bar 
foremen from the benefits of collective bargaining, buit he said: 
“It is for Congress, not for us, to create exceptions to the plain 
terms of the Act” and that the Court could not base legal deci- 
signs on the “ wisdom of the legislation.” ‘This isa self-denying 
ordinance as useful now to the majority as it was! twelve years 
ago to a majority of a very different political hue. Justice Douglas, 
on the other hand, insisted in a dissenting opinion, that if foremen’s 
unions were to be considered appropriate bargaining units, the 
same privileges could hardly be denied to a hypothetical union of 
vice-presidents. 

The Packard case is more straightforward than another now 
working its way to the Supreme Court. In the present instance, 
the foremen’s union is i 5 in the Jones~and~ Laughlin 
case the Court will have to determine whether a foremen’s union 
may be affiliated with a union of production workers and still 
retain its bargaining rights. . 

Mr Schwellenbach, the Secretary of Labour, recently warned 
the House Labour Committee that industrial chaos would follow 
if Congress outlawed the closed “shép and other union segurity 
safeguards. He said that about 77 per cent of union workers have 
some form of the closed shop. In passing he pointed out that 
when in 1943 foremén at thé Maryland Dry Dock Company were 
not allowed to bargain collectively, there was such an-increase in 
strikes that the Labour Board was forced to reverse its decision. 
He might also have reminded his hearers of the serious set-back 
to war production in 1944 when foremen walked out of thirteen 
plants in Detroit. There may be some point in refusing to allow 
foremen to join production unions, but to refuse to allow them to 
= on. matters affecting their own interests. is asking for 
t le. 


* * * 


Three-Dollar Wheat ; 


Threé-dollar wheat is something 6f an achievement, even for 
the Chicago wheat pit in a boom year, bur the price for March 
delivery has gone above this level during the Jast few days, and 
dealers are discussing the narrow margin between the current 
level and the all-time record, of $3.25 a bushel reached in 1917. 
The rise in farm product prices has, in general, surpassed the 
climb between the beginning of the first World War, and the rop 
of the post-war commodity boom of 1919-20. 

The current flurry is the more remarkable because it follows a 


distinctly depressing survey of farm product Prices from the 
Bureau of Agricultural Economy at the b of March, 
a survey which is said to have been responsible in pat: for a bad 


day on Wall Street. The Bureau, after surveying the trend of 
national income payments and consumer. purchasing power, 
declared that farm prices in 1947 might easily fall by 20 to 25 per 
cent, Washington may have timed this forecast in order to break 
the more speculative elements in Chicago, since it is known to be 
concerned by the abnormal price movement in advance. of the 
World Wheat Conference which opened in London this week, and 
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it has taken steps 10 enforce heavier cash payments on future 
transactions. 

Chicago itseif is clearly not sure of the future, since September 
deliveries have been quoted around $2.20. AH recent advices 
suggest that the winter crop has not been seriously damaged by 
weather conditions, and the yield from the winter planting is ex- 
pected to soar to. an all-time record of 1 billion bushels, with a 
further 300 million from the spring crop. 


The main factor in the speculative buying, of course, is the new 
level of 350 million bushels set for 1947 exports. If crop estimates 
ate fulfilled, such a shipment would leave the United States with 
a better stock than in 1946, although that stock would be not more 
than one-half of the average carry-over figure in the decade before 
the war. An aggravating factor, in the face of recent attempts io 
push shipments for relief purposes, has been rhe shortage of railway 
cars for transport. Crop developments may yet enforce still 
higher price levels, for any serious damage to the crop would 
bring a Serious situation throughout the world, so long as the 
US market remains the only material channel for relief supplies. 
A rise of 80 cents a bushel from the early January level, how- 
ever, must surely leave the bulls vulnerable in the absence of any 
serious blow to crop prospects. 


x * * 


Conflict in Metals 


An “era of dynamic demand” for the light metal industries 
is forecast by trade observers, at least so long as the general level 
of industrial activity continues to tax the capacity of all metal 
producing and fabricating industries. Many of the high-cost 
magnesium plants—scheduled for more or less immediate redun- 
dancy with the close of the war—have enjoyed a new lease of life 
as pre-war price relationships have become completely distorted, 
although it is still recognised that the specialised qualities of this 
metal put fairly severe limits on the possibility of expansion. 


For aluminium, however, the story is very different. Before the 
war, with the Aluminium Company of America in undisputed 
control of large-scale output, the price was stabilised at near 20 
cents per lb., and an effective limit on new consumption channels 
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was provided by the competitive merits of copper, which ranged 
from 1938 to 1945 between 10 cents and the war-controlled level 
of 11.87 cents. Within recent months, however, with aluminium 
ingots pegged steadily at a 1§ cents level (12 cents in 
copper has for the first time in more than twenty years outstripped 
the aluminium level—it is now selling above 21 cents. 


The result has been a vast increase in the demand fog 


aluminium. Yearly domestic copper output went above the one 


million tons level in several war years, but output at this rate puts 
a Maximum strain on capacities, and in future the United States 


will probably be fortunate to achieve it. Aluminium output, which 


was 148,000 short tons only in 1939, last year took second place in 4 
Us metals output (the copper industry was crippled by strikes 
lasting for five months) with nearly 420,000 short tons. This year 
the industry is going for at least $00,000 short tons, and Washing. 
ton wants more than 600,000. 














In most consumer industries, and more especially in the eleé. 4 
trical industry, the prestige value of copper is very high. But 
aluminium possesses many of the qualities essential for this w 7 
and in many other fields this very lightweight metal, tough, durable i 
and non-corrosive, has now become a formidable competitor, even if 
against zinc and steel. From a tonnage basis, the steel industry, ; 
with a rated capacity of 90 million tons, has nothing to fear. By 0 
aluminium has made good gains in the shipbuilding, automobile pr 
and constructional industries, and for railway passenger cars, pro- to 
gress has been exceptionally rapid. 

This progress coincides with a considerable change in the strc. wi 
ture of the aluminium industry. There is no doubt that the re 
Aluminium Company is now seeking to attain high-volume and by 
low-cost markets, and in this work it enjoys high-grade mineral fel 
resources, very cheap power facilities, and a strategic position of op 
enormous strength. But the competitive position is now some- evi 
what stronger, and a nation-wide interest in the potentialities of pr 
the industry may well enforce, at some later stage, a further relaxa- it: 
tion of ALCOA’S still very tight hold on fabrication and produc. the 
tion. In the meantime, the present price leaves a very comfortable dee 
profit margin, and many of the new markets won by aluminium Ita 
should remain despite any considerable retreat by coppex from its Ca 
present high level. un 
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THE WORLD OVERSEAS 





Shaping the New Italy 


(From Our Rome Correspondent) 


HE elections to the Constituent Assembly last June put an 

end to the provisional Esarchia or Six-Party Government. 
Three parties emerged which were based upon solid popular sup- 
port, but none of them with an absolute majority in the Chamber. 
A Government was eNOS: formed from among the leaders of 
the Obristian-Demoorats, the Socialists and the Communists, 
together with a couple of Mazzinian Republicans ; Giannini’s 
Qualunquisti formed the largest oppositional element, and sub- 
sequent local elections to some extent justified their pretensions 
to be recognised as a mass party too, 

Of the three big governmental parties only the Communists 
were well organised and homogeneous. The Christian-Democrats 
represented the most divergent opinions, but were held together 
by the personality of De Gasperi. But in January the Socialists 
fell apact, Saragat and his friends and the Republicans went into 
opposition and the three-party Government broke down. Now, 
even if Saragat should succeed in creating the big non-Communist 
progressive block after which Italy has been straining for so long, 
it is difficult to feel that he timed his secession very happily. At 
the moment when the new constitution had not merely to be 
drafted but to be realised as the political expression of the new 
Italian republic, De Gasperi formed his third Cabinet, a two-party 
Catholic-Communist coalition, with the orthodox Socialist rump 
under Nenni still attached to it. This Government was welcome 
in all conservative circles, because the Treasury and Ministry of 
Finance and the Ministry of Agriculrure had passed from Com- 
munist into Christian-Democrat hands. Greater financial con- 
fidence was immediately manifested. But the two main Govern- 
ment parties carry on a running fight in the press and on the 
posters which seem to cover the walls of Italian cities, and they 
hold diametrically opposed views on the main issues now under 
disoussion in the Assembly ; never can a Cabinet’s solidarity have 
been less convincing, 

For the next few months the Italian Constituent Assembly will 
be discussing the draft constitution which a commission of seventy- 
five deputies has framed ; the debate opened on March 4th and is 
likely to continue until the end of June. The Progetto di Costitu- 
zione is an interesting document. It is dominated by a determina- 
tion to block the way to. Fascism for ever and by an aspiration after 
the social and economic justice of which Italy is so sorely. in need. 
By.it Italy renounces war as.an instrument of conquest, blesses the 
family, abolishes the death penalty, guarantees personal liberty, 
pryeve enterprise, the right 40. work, the right to strike, and at 

least eight years’ schooling to every Italian child ; this last, should 
it be fulfilled, is perhaps the most revolutionary. point of all, for 
hitherto-the working population.was lucky if its children had-three 
or four years at school. 


Local Autonomy 


The first week of the debate on the draft constitution has shown 
some of its most controversial clauses are those according to 
which administrative decentralisation is to be achieved. The 
House of Savoy was habitually. blamed for extending a French 
| system, not unsatisfactory for a small area like Pied- 

mont, ever the whole of Italy ; the problem of the south was only 
aggravated by this attempt to deny its. existence, In the Fascist 
petiod centralisation was carried to fantastic extremes, and in the 
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worked out. As for the other eighteen regions, the draft con- 
stitution assigns a great many powers (including the right to 
legislate in a number of directions) to them and provides them 
with an elective assembly and executive body; but the thorny 
question of their exact relationship to the State above them and 
the communes below them is left moge or less open. The fact is 
that the decentralising fervour of the Italians has cooled; partly 
perhaps because of the sporadic separatism manifested by the 
Sicilians, partly perhaps because the Peace Treaty has made 
slogans about national unity more popular, and partly because 
when it comes to working out a practical plan for a perfected 
i autonomy difficulties spring up like warriors from dragons’ 
teeth. 

Only two parties have now remained entirely faithful to the 
decentramento, the Christian-Democrats and the Republicans. 
It is said by their opponents that the Christian-Democrats take 
up this position because they are sure, through the priests, of 
carrying weight in every locality, ~— large or small. The 
Republicans, a relatively small group of Mazzinian purists, not co 
be confused with the large mass of~ftalians~ who voted the 
Monarchy out last June, are. local autonomists on principle: 
though Mazzini° himself: was centralist, his Party is untrue to 
him in this respect, for it has become convinced by the teaching 
of Cattaneo that centralisation was the instrument of monarchical 
tyranny and that the Republic must pursue the opposite 


course 
— self-government requires a pyramid built up on a broad 
se. 


Dangers of Bureaucracy 


While the most clerical and the most anti-clerical parties are 
thus agreed in the support they give tg the draft constitution with 
regard to the regions and communes, it is amusing to find the 
extreme Right .and the extreme Left are at one in opposing the 
articles concerned. ‘The ultra-conservative Liberals, who would 
like best to put the clock back by about fifty years—back to the 
days before Giolitti’s social reforms—are naturally alarmed’ by 
the prospect before them. Nitti has protested that Cavour’s life- 
work and the unity of Italy will be undone, while people like 
Professor Einaudi have pointed out more precisely that all the 
new local authorities spell more bureaucracy and more expense. 
A.good many people of every political colour probably feel slightly 
disconcerted at the prospect of quite so many subjects as the 
draft constitution indicates being discussed—with the possibility 
of legislation—at three levels. It is also pointed out that all 
economic tendencies are making for larger political and adminis- 
trative units and that autonomy will cut off. the poorer régions 
from the resources of the richer ones. 

The regional issue seems to divide the Constituent Assembly 
and even the Government as sharply as that- of the relations 
between Church and State, the special problem of Italy. Although 
the Church threw all her weight into the scales against the ares 
last. summer, the. Republic, thanks to the magnitude.of the 
Christian-Democrat Party in the Chamber, was, it seemed, to 
be very much the child of the Church. Article 5 of the draft 
Constitution lays down that. the relations between Church and 
State are to remain regulated according to the Lateran. Pacts 
arrived at between Pius XI and Mussolini in 1929... Of. these the 

greatly increased the. influence of the Church over 
education which is now to be so widely aneet » Italy ; the 
not 
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har first week of the debate on the Constitution: it was felt 
that the Progetto would be accepted passively with little modifi- 
cation,. Many people thought that the Communists, would, sup~- 
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port it out of a cynical indifference towards an order which they 
intended to overturn as soon as they felt strong enough, and that 
the oppositional parties lacked the conviction necessary for effec- 
tual resistance. This situation was dramatically transformed in 
the afternoon session on Tuesday, March 11th, by a speech from 
the Communist leader, Togliatti, which was then crowned by 
an appeal from no less a person than Croce himself. After a 
discursive oration from a Christian-Democtat speaker, who ‘was 
listened to with some impatience, the Chamber seemed almost 
spellbound by Togliatti, leader of a Government party yet not 
himself a member of the Cabinet, who spoke with his accustomed 
lucidity and his habitual moderation. After cogently pointing 
out that the city or commune was the traditional Italian entity 
for local autonomy and that he saw no. reason to interpose the 
Region between it and the State, and after condemning the con- 
ception of a State religion, he made clear that the Communists 
will oppose the draft constitution on both regional and religious 
issues. (It is clear that all the Socialists will do so.) Togliatti’s 
is generally regarded as the best mind in Tralian politics to-day, 
and there is a wistfulness in the air when he speaks as if everyone 
were murmuring: “If only one could take you at your word!” 
The venerable philosopher Croce wound up the day’s dis- 
cussion first with an indictment of the confused and hetero- 
geneous character of the Progetto. And as Togliatti had 
condemned the offending articles in the name of a future workers’ 
Italy, so Croce condemned them in the name of Macchiavelli and 
Mazzini and the Italy of Cavour. The battle is joined, the out- 
come uncertain ; it looks almost as if the supporters of the Catholic 
Church had overplayed the:r hand. 


1947—ll. 


Russia. in 


Drive for Efficiency 
[FROM A SPECIAL CORRESPONDENT] 


Tue current Five-Year Plan is based on a system of priorities 
in which the renewal and the expansion of industry’s capital 
equipment is ruthlessly promoted to be the first and foremost 
objective of the national economy. Even though in 1946 the 
Plan was not fulfilled in many branches, the progress made in 
re-equipping industry was by far more rapid and energetic than 
the overall increase in. the output of consumers’ goods, The 
disappointingly slow increase. in the gross output of civilian 
goods—2o0 per cent—is contrasted with a §0 per cent increase 
in machine building. In the long run. the principle is certainly 
sound ; and it 1s sure to pay handsome economic and political 
dividends But it may be argued that in sacrificing the immediate 
interests of consumers to the long term objectives of its economic 
policy the Soviet Government has been overplaying its hand ; 
that the half-famished consumer is a poor workman; that the 
chronic, and in recent years aggravated, shortage of consumers’ 
goods results. in low productivity of labour; and that a. more 
liberal treatment of consumers’ needs would in the end benefit 
the producers’ industries as well, because it would lead to higher 
overall efficiency. British Governments, it has often been 
argued, by caring too much for the present standard of living and 
too little for the re-equipment of industry, have been sacrificing 
the nation’s future standard of living. 

But the argument is not new ; it apparently carries no more 
‘conviction now with the Soviet planners thar it did in the course 
of the first Five-Year Plan. The relentless drive to restore and 
increase the nation’s capital assets is on: and no real “ respite ” 
for the mass of consumers js contemplated.’ In spite of all 
appearances to the contrary, this policy has been empirical to the 
last degree. Soviet planners prefer to have as many machines 
as possible produced now, even at a lowér rate of €fficiency, 
than to tely om the hypothetical higher efficiency that ‘could be 
expected in the future from a better-fed, beter-clad and better- 
housed working class. What one might call the anti-consumer 
outlook of Soviet planners has evidently been enhariced by the 
experiences Of the war. “What would have been Russia’s posi- 
tion now—it is often argued—if in the “thirties we had ‘given in’ 
to the»pressure of consumers” interests ; if we had not sacrificed. 
our light industries to our heavy industries? Soviet Russia ‘would 
have been crushed by the Third Reich.” And, since nothing 
— — the principle that the consumer comes last’ 
+ quite so openly avowed—has now been promoted almost’ 
t© @ national dogma. : > ort Nye oft! 

By what means then does the Soviet Government ‘intend to 
overcome the present crisis? “The means recently adopted ‘are 
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not new—they have been used and tested in previous Five-Year 
Plans ; but they have now been carried a few long steps further, 
The shortage of manpower is being overcome by what looks like 
a real tour de force. The number of workers in industry was 
increased by three million people last year ; for the current year 
the Plan provides for total employment amounting to 316 
million people. This is 1.2.million more than the total employ- 
ment in 1940, Russia’s last year of peace. It had been planned 
that the average annual intake of labour in industry would be 
at the rate of one and a quarter million throughout the Five-Year 
period. The intake in the first year was thus much more than 
double that rate. The intake for 1946 and 1947 will amount at 
least to about 5,000,000. Where does this new labour come from? 
In the main, from the armed forces ; but even the most drastic 
demobilisation would hardly have allowed Russia to keep her 
employment at a level so much higher than that of before the war, 
since. Russia’s manpower has been reduced by millions of 
casualties. Apparently most of the female and juvenile labour’ 
drafted into industry during the war will be staying on. & 

In addition, a drastic regrouping of the available labour resources 
is taking place which aims at transferring great masses of people 
from less to more productive jobs. Thus the establishment of the 
economic civil service has now been cut by 730,000 posts—the 
personnel thus released is to be employed in actual production, 
(Incidentally, a few months ago the journal of the Planning Com- 
mission had suggested a reduction in the economic civil service 
by 20 per cent. If the figure of 730,000 corresponded to that 
percentage one would get some idea of the vastness of the adminis- 
trative machinery in Soviet economy.) A similar redistribution of 
workers, especially of the skilled ones, is taking place in agricul 
ture. The administrative staff. of the collective farms had also 
become inflated. As Mr Andreev has stated, half of the number 
of agronomists and experts employed in them is redundant and 
will be directed to actual production. This striking swelling of 
bureaucracy had been stimulated by the privileged position of the 
administrative staffs. “The closer to production they are the less 
pay they get,” said Mr Andreev, referring tc the salaries of agri- 
culturists. On Mr Stalin’s initiative, the salaries of agriculturists 
employed on administrative jobs will from now on be 25 per cent 
less than those of “ agronomers ” working in the field. The whole 
set of measures designed to deflate economic bureaucracy is very 
characteristic. For many years the regime has had a vested interest 
in inflating the administrative cadres, since politically they 
been its most reliable prop. But now that vested political interest 
has very obviously clashed with the demands of national efficiency, 
the regime has had to sacrifice a section of that social group whose 
privileged position it has hitherto carefully sheltered. 


: 


Strict Watch on Bonuses 


However, the most important emergency measures have been 
taken in wages policy. Payment by results, rewards for skill and 
efficiency, progressive piece rates have been the guiding principle? 
ever since the inception of Stakhanévism in 1935. The policy is 
now being pushed to new extremes in both its positive and negd- 
tive aspects. Output above the standard norms is to be even better 
oe eee the standard norms are to be re 

en output the standard norms is to be penalised 
decreasing scales of payment. The new collective agreements that 
are to be signed between the industrial trusts and the trade unions 
in April will embody these principles.’ Last year the structure of 
wages was still planned in connection with the then contemplated 
abolition of rationing. In practice, this would have amounted 
abolit:on of the national minimum wage that had been gua 
to the worker during the war. Meantime the drought has com- 
pelled the Government to keep rationing in being, but the national 
minimum wage has been virtually abolished by a fairly steep i 
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The time rate was the pay for the so-called working. day. The 
working day and its pay was equal for all; and all: collective 
farmers were obliged to do an equal number of “ working days ” 
during the year. From now.on the uniform payment per working 
day is abolished, and all agricultural wages are to be calculated on 
the basis of efficiency—that is, in relation to harvests. 

The strong bias in favour of incentive wages has in the past 
undoubtedly stimulated the growth of an élite of skilled workers 
in Russia ; and to this extent it has been justified by the results. 
But an ov -er-emphasis on incentive wages may also lead to un- 
desirable consequences. The lower-paid worker becomes dis- 
gruntled and unwilling to produce. The enterprising individuals 
grow even more enterprising, while the “ unenterprising” mass 
grows rather apathetic. ‘What develops is a too deep cleavage 
between a well-trained, efficient and privileged labour élite and a 
dull, inefficient and disgruntled mass of workers, a cleavage that 
must seem rather unnatural under a “ proletarian dictatorship.” 
At the cacy stages of Stakhanovism the first symptoms of the 
cleavage had already led to social tension. However, the Soviet 
Government are now apparently determined to take the risk. They 
are confident that, in the short run, no social tensions can cause 
trouble and lead to any political opposition. What matters now is 
that the initial hitches and failures of the new Five-Year Plan 
should be overcome ; that labour should be geared up for the 
all-out effort of reconstruction, ‘and that the wheels of industry 
should turn at full speed. In Por past, planned economy took 
initial obstacles in its stride; and there is—so it is evidently 
believed—no reason why it should not do so again. 


[The third and final article of this series will discuss the Russian 
financial situation.) 


France and Her Foreigners 


[FROM OUR PARIS CORRESPONDENT] 


Not least among the differences between France and Britain is 
that the one 1s a country’of traditional immigration and the other 
is not. The flow of foreigners into France since the middle of 
the last century has made the process seem right and ‘natural ; 
recent French experience may be worth consideration now that 
the British are seeking labour from abroad. 

In the past the foreigners who came to France were landless 
peasants and surplus workers from Eastern and Mediterranean 
Europe, where high birth-rates are ac by low standards 
of living. France for them was a land of plenty, where, untroubled 
by public obscurantism or a dictatorial: state, they could earn 
the decent living denied them at home. Conscious of: their own 
falling birth-rate and finding often that hard manual labour was 
better left to others, the French accepted gladly these destitute 
immigrants, Poles, Italians, Hungarians and: $ became the 


= manual labourers and artisans of the toughest trades in 
Trance 


immigrant goes mn i ae a 
ous, in 1931 Geis en seven per cent, at '2,000/008 peuple.” 
Landry has estimated that alana oh teratanenneds 


tion, or over 13 per cent, must be regarded as the direct or 
indirect product of comparatively recent 
In 1945 the need for a new wave of immigration was clear. 


421 


For one reason or another—timely prudence, flight, deportation, 
or death—the number of foreign workers in France has greatly 
diminished since the war, perhaps by as much as a million. In 
1946 there were only 2,000,000 of them (in contrast with the 
United States, French naturalisation is difficult, foreigners being 
issued with special papers and retaining their original nationality 
for long years and often for life). The Monnet Plan asked for 
an extra 1,200,000 workers by 1950 ; less official estimates put the 
necessary figure at 2,000,000 or even higher. Recruitment could 
no longer be left to the haphazard movement of peoples. Em- 
ployers, experts and the trade unions were all loans that it 
must be planned. 


Trade Union Support 


Tt was clear to those who governed France after the liberation 
that national recovery, in the wide sense, could be achieved only 
by more than making good the ravages of war—that is, by catch- 
ing up on the intensive industrial development of the victorious 
Powers as well as by putting back what had been destroyed. 
France’s. claim to the status of a great Power would be allowed 
only if she could take part in international agreements on a level 
not far removed from equality with the Big Three. Even if this 
were t0O optimistic, as many thought, at least it might be said 
that France could retain the international responsibilities with- 
held from small Powers only by a great national effort. For 
that, additional labour was essential. 

This conviction underlies the trade union campaign for planned 
immigration. The Confédération Générale du Travail has done 
more than accept the principle of immigration: it has'-actively 
encouraged and sponsored the arrival of foreign workers. The 
union leaders see in high production and Jo prone prosperity a 
vital factor contributing to their policy of. reaching socialism 
while (as they would say) protecting France from the penetration 
of American and British capital. Higher production depends upon 
coal, and labour, and the unions have consciously rejected. the 
temptation. to concentrate on short-term. benefits. by conserving 
a scarcity of labour. 

Their agreement to expand the labour force by several -millions 
is a sign of the confidence which the unions now have in their 
political and economic influence: It is a long-term policy, in- 
separable perhaps from their Marxist view. that the working- 
class, in. the end, must prevail, and that a streng and prosperous 
working-class is the best guarantee for the achievement of 
socialism. It goes without saying that the Communist. majority 
in the CGT has had to fight this out with the minority, which 
clings to the traditional ideas of syndicalism and sees the be-all 
and end-all of the trade union movement in. the struggle by 
individual unions for the best immediate conditions they can 
obtain. ‘The majority in the CGT is no longer content with this 
restricted réle: it aspires to a shat¢ in the framing of national 


sie Recruitment in Germany 


The decision having been taken to import an almost unlimited 
number of foreigners, the next problem: was to know where to look 
for them. Poland was not'only unwilling or unable to resume the 
post-war flow ; it asked that the Polish miners in the Pas de Calais 
—productively one of the most important groups in the French 
working-class—should be given facilities for returning home if they 
so wished. Most of them have asked to go, and the one condition 
which the French could impose was to arfange their departure in 
gradual stages. Czechoslovakia had none to offer; nor had 











Bes act tepicaamp rod new gntlak on Empieand 
as International affairs read Soundings 2/6d, 


le through your, newsagent. or directly froni,, 
MRUPPER GROSVENOR'! 1SPREETMWLONDO. 








One of the finest investments 
in the world... 


2ix DEFENCE, 








| 
| 


422 


Hungary, Switzerland or the Balkan countries. The Spanish 
Republicans now working in the Midi, a labour force of many 
thousands, would stay for the time being; more could not be 
expected from Spain. 

There remained only Italy and Germany. An “ experimental 
agreement ” for the transfer of 20,000 Italians for the French coal 
mines was signed with the Italian Government on February 22, 
1946 ; a much larger agreement, for the import of 200,000 workers 
of many kinds during 1947, was concluded on November 3oth. 
Up to January only 6,000 had been recruited ; but in the first half 
of February alone there was an influx of 5,500, and the rate of 
recruitment is said to be likely to improve. The French hope for 
30,000 young men fit for training as miners, for 70,000 agricultural 
workers, and the remainder for building and other basic industries. 


Recruiting in Germany 


Recruitment in Germany is a complex problem. At present 
there are about 440,000 German prisoners of war engaged in civil 
industry and agriculture, including 55,000 in the coal mines and 
200,000 in agriculture. A recent American demand for the libera- 
tion of most of these prisoners—taken by the Americans and loaned 
to the French—has much embarrassed the French Government. 
It has now been agreed to phase their release in gradual stages so 
as to reduce the disorganisation of economic activity. The 
policy-makers have already accepted the principle of inviting 
German labour to France, although for obvious reasons they 
are making no great noise about it. There are plans for the 
recruitment of Germans in the three western zones and in Austria ; 
it is likely that a special “ statute” for German immigrants will 
be framed. 

Recruitment from Italy was long obstructed by the question of 
wage transfers. Labour needs won the day, and in the November 
agreement France generously conceded that all Italian immigrants 
with families in Italy, whether married or single, may transfer up 
to 40 per cent of their wages. If they have families in France, they 
may transfer up to 20 per cent. Another concession is that family 
allowances (payable under French law with effect from the second 
child) will also be transferable by immigrants with families in 
Italy. 

The task of collecting recruits is a complicated routine. A 
French employer needing foreign labour sends his request to the 
labour office of his ciépartement. From there it goes to 
the Ministry of Labour in Paris, this double check ensuring that 
the workers in question really cannot be found in France. 
The Ministry countersigns the approved request and passes it to 
the Office National d’Immigration, which asks of the employer 
the sum of 6,000 francs (about £12) for each worker to cover tem- 
porary maintenance and transport. 

The immigration office then transmits the request, probably as 
one among many, to its standing commission in Rome, where 
recruitment is discussed with the Italian emigration authorities. 
Once the worker is found, he is sent for a succession of interviews 
(medical, security, technical) to the French recruitment mission of 
the immigration office, situated in Turin (and shortly to be supple- 
mented by. another: at Ventimiglia). ‘The medical test is ofairly 
stiff, an average of one prospective miner in. two, and 10 to ¥r§-per 
cent of others, being rejected: The immigrant who is accepted 
receives a “ bilingual engagement contract,” a French visa (the 
consular authorities being relieved of this), ‘and his fare to one of 
the “reception centres” established in) France. All this is done 
with the close —— of the French and Italian trade union 
federations... Lai — ai 

Arrived in one ec of ‘the six « reception centres,,” soon to be in- 
creased to ten, the immigrant is then offered the contract for the 
work proposed for him, «This contract specifies in great detail the 
conditions and wages of his work, which must be equal to those of 
Frenchmen, and is supervised by. the Ministry of Labour. The 
system is known as the “anonymous contract,” because the em- 
ployer’s name is not mentioned until the immigrant arrives in 
France. Another form of contract is-also used in which the 
employer and prospective immigrant confront each other in Italy ; 
but the Tralians dislike this method, as they think employers may 
undertake selective recruiting on their own. Of the 200,000. immi- 
grants d in the November agreement only 10,000 were = 
be r by means of this ictotel type of contract. The ¢o 
tract the emigrant receives in ate defines che ARDS. of 


WUKAY Glin he into be en and he may accept ho Othe 
— ee specifically authorised by the Minitry of Labour's 
inspectorate. 


This dechasgie of transfer, ‘the fruit of experience, 
may hold lessons for other countries St Two 
basic principlesstand out: first;-that-the~interests of French 
workers must be protected against any tendency to make French 
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and foreign labour mutually competitive, whether by differ 
wages or by importing foreigners into industries where no native 
shortages exist ; secondly, that the foreigners who come to France 


must be restrained from swelling the ranks of the non-productive 


industries. 


Recovery in Singapore 
[FROM A CORRESPONDENT] 


GEOGRAPHY designed Singapore as the commercial and 

centre of S.E. Asia. Though the development of direct a 
routes tended to divert some of its trade, the skill of its labour, 
the freedom and equipment of its port, the acumen of its entre- 
preneurs and the fact of its being the outle: for half the world’s tia 
and rubber made it appear commercially, as well as strat 
impregnable. Yet the Japanese occupation killed its trade.ata 
stroke and revival is taking time. New industries are slow to start; 
old industries are senile. Many “cottage industries,” started. 
the Japanese, such as cigarette-making, are fading out. 
pine-apple canning factory remains out of five; the area 
pines has sunk from 50,000 acres to 5,000. .Much of the heavier 
trade, such as that in timber and oil with the NEI, is gone. _. 

Less disabled by war losses and political changes than its rivals 
in Shanghai and the N.E.I. ports, Singapore is trying to recapture 
its position, but the handicaps are legion. The docks suffered 
much capital loss ; cranes have been. removed ; lighters, launches, 
junks and rolling ‘stock are scarce and obsolescent. Rehabilita- 
ted junks and tongkangs are coffin ships. The tufn-round of 
ships, though improving, may still take up to a month.  Pilferage 
is universal. Because the local inhabitants dislike heavy work in 
towns, the port depended on immigrant labour from China ‘or 
India. ‘The war shut off this supply, and many of the surviving 
labourers want to revisit their home countries... During 1946 
16,000 Indian labourers were repatriated. 

The shortage of labour is so acute that wages rose without any 
time-lag. Even at three times pre-war rates they are unattractive, 
and hawking goods on behalf of black-marketeers is more profit- 
able than dock-work. Of the labourer’s wage 56 per cent is spent 
on food, and it is his food which has risen most in price. He can 
buy one-third of his rice requirement at the controlled price of 
16 cents per katty (3.36 pence per pound), but the remainder:Has 
to be bought in the black market at six times that price. The 
People’s Restaurants run by the Government are supplying meals 
at 8, 10 and 35 cents and help to bring square meals and the 
monthly wage within measurable distance of each other. So long 
as rice is dear, labour is dear. Strikes are incessant. A news 
paper, which did not disclose the basis of its calculation, has esti- 
mated the damage caused by strikes over a three months’ period 
at $35 million. Traders complain that the system of quotas, per- 
mits, licences and controls adds intolerably to’ their work, stifles 
their business and favours overseas non-Malayan interests. 01) 

The short-term outlook is perplexing. \ 
of a large number of troops in a seller’s market has inflationary 
effects. Supplying them :absorbs precious cargo nea and .the 
warehousing of their stores: has locked up »8t of the available go 
downs. On the other hand, the disposal of army. stores,’ 
clothing and ¢nginecring, has jowered prices. « In 
canned milk, jams, vegetables, meat and. butter -were auctioned; 
and local food dealers:grumbled that the consequent fall pas 
had ‘cost them $ro million, a loss which the general public bare 
with exemplary. fortitude. usin 

Fear of further.price reductions and lack of godown space deter 
merchants from carrying large stocks. Buyers nae back i in the 
hope that goods produced on the continetitysand. ch 
English manufactures, may soon arrive. 
firms are springing up which import goo¢ 
chants on payment. of a 25 per cent deposit 
goods they may default, refusing delivery ind. f 

it, Lyegisletian to expedite auction in such case; 
sidered. creditors are the importers, shippers 
Department. Neveriheless prices of all com: 
for goods are at last arriving in quantity. This 
yet in controlled prices, but the black market 
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A RECENT SURVEY in 19 countries re- 
vealed that Parker Pens were more sought 
after than all other makes of pen. People 
went them because of their dependability 
and satisfying performance, but they have 
often to wait for them, as fine workmanship 
cannot be hurried, 
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Your export product .. . can you be. sure. it’s getting the 
Overseas Salesmanship it deserves, its performance shown at 
Ms best. , . its special advantages. pointed out, . . its 
construction and servicing properly. demonstrated? Even 
With language differences or in the absence of practical 
demonstration, there is still one way by which you can make 
quite certain. Make photography your salesman’s salesman. 
At home as well as abroad, films, photo-manuals, photo- 
instruction sheets, etc., lend sureness to salesmanship, 
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Every drop of Johnnie Walker sold 

to-day has to come out of precious 

reserve stocks. Not until distilling ~ 
is ‘ going strong’ again, and then 
not until a period of maturing has 
passed, can supplies of good whisky 
be increased. Johnnie Walker will 
always be rare good whisky ; here’s 
to the day when this good whisky 
will no longer be rare. 


JOHNNIE 
WALKER 


RED LABEL 25/9 per bottie. 13/6 half bottle. BLACK LABEL 27/9 per bottle. 
MAXIMUM PRICES AS FIXED BY THE SCOTCH WHISKY ASSOCIATION 
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Budget Targets for 1947—Il. 


A Pir iaeonaty eee 


HE first aim of budgetary policy, in this year of crisis, 
; should be to restrain the inflationary pressures which arc 
accentuating the critical lack of balance in the national economy. 
The problem of devising the right Budget policy in this situa- 
tion is twofold. It is necessary, first, to decide how small an 
overall budget deficit or how large an overall surplus is needed 
00 reduce the inflationary excess in the flow of personal incomes 
over the flow of available goods. Secondly, the detailed 
measures within this general framework must be adapted 30 
far as possible to impose the maximum restraint at those points 
where the spending pressures are greatest and the specific non- 
es$ential uses of resources most wasteful and most troublesome. 

Consider, first, the overall target. One test, it might be said, 
of a dis-inflationary or at least a non-inflationary policy would 
be one which stopped the creation of additional money. And 
since Government.borrowing from the banks has been the 
principal cause of this creation in the past, this. criterion 
might suggest that what is required is either to stop new 
Government borrowing altogether or at least to restrict it % 
loans direct from the public. Such a prescription would 
naturally relate to the Exchequer accounts as a whole: it would 
invelye.a.restriction. of borrowing not only for the “ ordinary” 
account which is conventionally called the Budget, but also 
for the below-tine items and the “ extra-budgetary ” accounts. 

Now that these extraordinary operations are bocoming so 
largeya Comprehensive “and™ up-to-date “statement of the~total 
of these accounts—if not of each one separately—ought surely 
to be presented simultaneously with the conventional» Budget 
accounts, if not more frequently. In thé absence of such a 
statement it is becoming almost impossible to obtain a coherent 
picture of the national finances as a whole, and the ré-classifi- 
cation employed in the National Income White Paper makes 
it for some purposes an indifferent substitute. 

There is, however, a rapré ienportant objection ‘than this 
statistical one to the facile money-and-borrowimg approach to 
the problem of checking inflation. War finance has driven home 
the truth that budgetary policy cannot be considered in iso- 
lation—a prescription for a dis-inflationary Budget cannot be 
found by looking solely at the Treasury accounts, however 
fully displayed. In certain conditions, even during full employ- 
ment, the Government can run a larger deficit than is financed 
by borrowings from the public without producing any imme- 
diate inflationary pressure. The Government’s “ uncovered’ 
expenditure may be generating a flow of income in excess of 
the current output of goods, but this excess will not press 
upon prices if the deficiency of output is being made up by 
importing more goods than are exported or by drawing on 
domestic stocks. Peg ccm ginny. otheay. Fad 
of che war, when inflationary pressure was also being relieved 
by the fact that, although the Government was much 
mare wad es income, ares oes © eee wees 


- ing much less than its imoome, because normal plant mainten 

ance ‘and new capital works and housing had to be severely 
curtailed.’ in soc Crcumemny Se Sees 
Government could safely borrow from thé banks because the 


money thus created did not increase the demand for goods but 
was held idle by overseas lenders or in industry’s reserves. 
The position now is very different. In the coming year there 


than it was in the war. years, and less, too, than 
the dollar drafts, because a portion of British exports 
effect be employed not in paying for imports, but in rep 
war-time borrowings or in making new loans. Secor 
further relief can be obtained a stocks. 
whereas during the war industry as a whole e was spending 
than its income, now increasingly it will be spending mg 
than its income by capital outlays which will be p 
limits of the available physical resources. The combination 
of these demands for capital from non-Governmental sources 
will largely offset, and may more than offset, the big reduction 
in Governmental demands. 

It is conceivable, therefore, that even a balanced budget would 
not be enough, and that a budgetary surplus would be neces- 
sary to remove the present inflationary pressures from the 
economy. On'the facts, known to the public, it is impossible to 
say ; it depends on whether the flow of domestic savings plus 
net borrowings from abroad is or is not enough to cover the net 
capital expenditure of industry plus the Government’s deficit 
on its extra~budgetary accounts, 

What is required, therefore, is not merely a Budget in the 
technical sense but also an overall income-and-outgo account 
which will reduce the Government’s total borrowings from 
domestic sources to the point at which private capital outlays 
can. be financed from the remaining volume of spontaneous 
domestic savings. What kind of Budget would this presoniption 
for dis-inflationary fiscal policy .dictate? The *“ Economic 
Survey ” suggested that the minimum target for capital forms- 
tion and re-equipment (including housing) should be one-fifth of 
the national income this year. No estimate was. in terms of 
money, but the target outlay will be in the vicinity 
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governmental finance; bate gremml papa 3 
as EPT refunds and war damage (other than for chu 
tels) have the same financial effect. Only the Treasury experts, 
with access to all the figures, a er eee eee 


£1,500 million target will be provided for by Exchequer outlays | 


such as these. The search for a precise non-inflationary formula 
for the 1947/48 Budget must, therefore, be made with quite 
inadequate charts, and with little more than general senst o 
direction to serve as guide. 

With this proviso, these principles now be related 10 
last. week's calculations of the Budget prospect as it looks on the 
basis of existing taxation and in ‘the light of present economic 
policy. Those calculations suggested that the ordinary Budget 
would be sceeneaaeee balanced, but with a tendency to tl 
towards 4 deficit, © ha “ below-the-line,” howeyet, 





will shouted audithn tied of expenditure. - Even if 
further payments are made on the post-war credits, it ‘seems 
most. improbable .that.-the.-below-line expenditure. in 1947/48 
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will be less than the £350 million which, on the target estimates, 
will on balance be borrowed abroad. 

On this basis, there is a possibility that the below-line account 
(especially if the surplus income of the Unemployment Fund is 
taken into account) may be financed in such a way as not to 
exert any positive inflationary pressure—and, incidentally, prob- 
ably without any further borrowing from the banking system. 
But unless the proportion of the £1,500 million investment 
programme which is financed by the Exchequer is very large, 
it seems unlikely that the flow of spontaneous private savings 
will suffice to finance the remainder of the programme without 
setting up inflationary pressures. To put the matter in more 
concrete terms, is it likely that new private savings out of income 
will suffice to finance (a) drafts on past savings by encashment 
of Savings Certificates, Defence Bonds etc. (b) purchases of 
gilt-edged and any industrial securities sold by industry to 
finance reconstruction (c) purchases of gilt-edged securities from 
the banks to offset the monetary effects of rising demands for 
bank advances and (d) any other excess outlays by industry and 
the public utilities, e.g. by reduction of their icash balances: 
If private savings will not suffice for this“ purpose, there is 
plainly no scope at all within a non-inflationary policy for further 
Government borrowings for the ordinary Budget: On the con- 
trary, if there is a deficiency between the spontaneous flow of 
savings and private investment outlays, it ought to be made 
good by a corresponding surplus on the ordinary Budget—a 
surplus which would enable the Treasury to repay indebtedness 
and thus to release finance for private investment. 

In the absence of sufficient data to make precise estimation 
possible it is, perhaps not necessary to assume that the capital 
deficiency will be large. But it would certainly be extremely 
rash to work on the assumption that there might be, on the 
contrary, any surplus available to finance a Budget deficit. In 
other words, Mr Dalton should now plan for an honest balancing 
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of his accounts—for this purpose strictly excluding from his 
receipts any adventitious surpluses which conceivably: could 
be brought in from moneys already accumulated (e.g. against 
sales of surplus stores already completed). 

Since the prospective Budget, even including some further 
non-recurring income, is barely balanced on the present basis 
of taxation, it is clear that a non-inflationary policy leaves no 
scope for any further overall reduction in taxation on the ‘exist- 
ing basis of expenditure. ‘This means first, therefore, that there 
cannot be any overall tax reduction unless it is balanced by a 
reduction in expenditure already projected for the coming year 
and, secondly, that any further concessions in one part of the 
tax system must be balanced by increased taxes in another part. 
There is, in fact, wide and profitable scope for manceuvre within 
the tax system as it now stands; but the possibilities: deserve 
detailed discussion which will be undertaken in a separate and 
concluding article. 

There is, however, one important block of expenditure 
which could profitably be re-examined, even at this late stage, 
without in any way upsetting the Government’s main spending 
programme. A very large proportion of civil expenditure is 
now absorbed by the cost-of-living subsidies, which even in 
1946-47 will have cost roughly £370 million. The subsidies 
were imposed with the object of restraining the wage-prices 
spiral. This is often described as an anti-inflationary “policy, 
and it is true that it is an attempt to avoid the rising prices 
that are a symptom of inflation. But in so far as they widen 
the gap between the total of imcomes and the total (at ruling 
prices) of the goods available to be bought, the subsidies tend 
to feed the fires of the very inflation against which they are 
aimed. To remove them at one blow might lead to demands 
for wage increases and to a consequent further rise in incomes. 
The important question is whether the reduction of subsidies 
by £100 million would or would not lead to an imcrease in per- 
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Budget Targets for 1947—II. 


A. Dis-inflationary 


HE first aim of budgetary policy, in this year of crisis, 
T should be to restrain the inflationary pressures which arc 
accentuating the critical lack of balance in the national economy. 
The problem of devising the right Budget policy in this situa- 
tion is twofold..-It is necessary, first, to decide how small an 
overall budget deficit or how large an overall surplus is needed 
to reduce the inflationary excess in the flow of personal incomes 
over the flow of available goods. Secondly, the detailed 
measures within this general framework must be adapted %0 
far as possible to impose the maximum restraint at those points 
where the spending pressures are greatest and the specific non- 
essential uses of resources most wasteful and most troublesome. 

Consider, first, the overall target. One test, it might be said, 
of a dis-inflationary or at least a non-inflationary policy would 
be one which stopped the creation of additional money. And 
since Govérnment.borrowing from the banks has been the 
principal cause of this creation in the past, this. criterion 
might suggest that what is required is either to stop new 
Government borrowing altogether or at least to restrict it ‘ 
loans direct. from the public, Such a prescription would 
naturally relate to the Exchequer accounts as a whole: it would 
invelve.arestriction of borrowing not only for the “ordinary ” 
account which is conventionally called the Budget, but also 
for the below-tine items and the “ extra-budgetary ” accounts. 


Now that these extraordinary operations are becoming so. 


largesa Comprehensive “and~ up-to-date statement of the~total 
of these accounts—if not of each one separately—ought surely 
to be presented simultaneously with the conventional,Budget 
accounts, if not more frequently. In the absence of such a 
statement it is becoming almost impossible to obtain a coherent 
picture of the national finances as a whole, and the feé-classifi- 
cation employed in the National Income White Paper makes 
it for some purposes an indifferent substitute. ct 
There is, however, a more important objection than this 
statistical one to the facile money-and-borrowing approach to 
the problem of checking inflation. War finance has driven home 
the truth that budgetary policy cannot be considered in iso- 
lation—a prescription for a dis-inflationary Budget cannot be 
found by looking solely at the Treasury accounts, however 
fully displayed. In certain conditions, even during full employ- 
ment, the Government can run a larger deficit than is financed 
by borrowings from the public without producing any imme- 
diate inflationary pressure. The Government’s “ uncovered ” 
expenditure may be generating a flow of income in excess of 
the current output of goods, but this excess will not press 


inflationary 
by the fact that, although the Government was 


more than its income, a large segment of industry was spend- 
ee On es Ce 


ance ‘and new capital works and! housing “had tw bé severely 
curtailed.” In such circumstances, and to that extent, the 
Government could safely borrow from the banks because the 


money thus created did not increase the demand for goods but 
was held idle by overseas lenders or in industry’s reserves. 
The position now is very different. In the coming year there 


Budget 


will still be a net inflow of goods from abroad’ financed by 
drafts on the dollar credits, but the amount will be much le3; 
than it was in the war years, and less, too, than the amount of 
the dollar drafts, because a portion of British exports will in 
effect be employed not in paying for imports, but in Dar 
war-time borrowings or in making new loans. Secondly, a 
further relief can be obtained by drafts upon stocks. 
whereas during the war industry as a whole : 
hagas deceene, now,jilivtesingly x Git beamesiien o 
than its income by.capital outlays which will be pushed tw the 
limits of the available physical resources. The combination 
of these demands for capital from non-Governmental sources 
will largely offset, and may more than offset, the big reduction 
in Governmental demands. 

It is conceivable, therefore, that even a balanced budget would 
not be enough, and that a budgetary surplus would be neces- 
sary to remove the present inflationary pressures from the 
economy. On'the facts, known to the public, it is impossible to 
say ; it depends on whether the flow of domestic savings plus 
net borrowings from abroad is or is not enough to cover the net 
capital expenditure of industry plus the Government’s deficit 
on its extra~budgetary accounts, 

What is required, therefore, is not merely a Budget in the 
technical sense but also an overall income-and-outgo account 
which will reduce the Government’s total borrowings from 
domestic sources to the point at which private capital outlays 
can, be financed from the remaining volume of spontaneous 
domestic savings. What kind of Budget would this prescription 
fiscal policy ..dictate? egal “ Economic 
Survey ” suggested that the minimum target for capital forma- 
tion and re-equipment (including housing) 3) should be one-fifth of 
cay, tana No estimate was given in terms of 
money, the target outlay will be in the vicinity 
of £1,500 million. Only a part of this very large programme 

privately, but the structure 







will be undertaken and 


tels) have the same financial effect. er kee aes 
with access to all the figures, can say what proportion of the 
£1,500 million target will be provided for by Exchequer outlays 
such as these. The search for a precise non-inflationary formula 
for the 1947/48 Budget must, therefore; be made with quite 
inadequate charts, and with little more than a gerieral senst o 
direction to serve as guide. 

With this proviso, these principles may now be related 
last week’s calculations of the Budget prospect as it looks om the 
basis of existing taxation and in the light of present economic 
policy. Those calculations suggested that the ordinary Budget 


would be approximately balanced, but with a tendency 10 tit ) 


towards a deficit, © The” accounts  below-the-line,” howevtt 
wil oie aD eae "Even if 0 
further payments are made on the post-war credits, it ‘seems 
most. amprobable.that..the -below-line-expenditure in 1947/4 
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will be less than the £350 million which, on the target estimates, 
will on balance be borrowed abroad. 

On this basis, there is a possibility that the below-line account 
(especially if the surplus income of the Unemployment Fund is 
taken into account) miay be financed in such a way as not to 
exert any positive inflationary pressure—and, incidentally, prob- 
ably without any further borrowing from the banking system. 
But unless the proportion of the £1,500 million investment 
programme which is financed by the Exchequer is very large, 
it seems unlikely that the flow of spontaneous private savings 
will suffice to finance the remainder of the programme without 
setting up inflationary pressures. To put the matter in more 
concrete terms, is it likely that new private savings out of income 
will suffice to finance (a) drafts on past savings by encashment 
of Savings Certificates, Defence Bonds etc. (b) purchases of 
gilt-edged and any industrial securities sold by industry to 
finance reconstruction (c) purchases of gilt-edged securities from 
the banks to offset the monetary effects of rising demands for 
bank advances and (d) any other excess outlays by industry and 
the public utilities, e.g. by reduction of their icash balances: 
If private savings will not suffice for this“purpose, there is 
plainly no scope at all within a non-inflationary policy for further 
Government borrowings for the ordinary Budget. On the con- 
trary, if there is a deficiency between the spontaneous flow of 
savings and private investment outlays, it ought to be made 
good by a corresponding surplus on the ordinary Budget—a 
surplus which would enable the Treasury to repay indebtedness 
and thus to release finance for private investment. 

In the absence of sufficient data to make precise estimation 
possible it is, perhaps not necessary to assume that the capital 
deficiency will be large. But it would certainly be extremely 
trash to work on the assumption that there might be, on the 
contrary, any surplus available to finance a Budget deficit. In 
other words, Mr Dalton should now plan for an honest balancing 


of his accounts—for this purpose strictly excluding from his 
receipts any adventitious surpluses which conceivably could 
be brought in from moneys already accumulated (e.g. against 
sales of surplus stores already completed). 

Since the prospective Budget, even including some further 
non-recurring income, is barely balanced on the present basis 
of taxation, it is clear that a non-inflationary policy leaves no 
scope for any further overall reduction in taxation on the exist- 
ing basis of expenditure. ‘This means first, therefore, that there 
cannot be any overall tax reduction unless it is balanced by a 
reduction in expenditure already projected for the coming year 
and, secondly, that any further concessions in one part of the 
tax system must be balanced by increased taxes in another part. 
There is, in fact, wide and profitable scope for manceuvre within 
the tax system as it now stands; but the possibilities deserve 
detailed discussion which will be undertaken in a separate and 
concluding article. 

There is, however, one important block of expenditure 
which could profitably be re-examined, even at this late stage, 
without in any way upsetting the Government’s main spending 
programme. A very large proportion of civil expenditure is 
now absorbed by the cost-of-living subsidies, which even in 
1946-47 will have cost roughly £370 million. The subsidies 
were imposed with the object of restraining the wage-prices 
spiral. This is often described as an anti-inflationary ‘policy, 
and it is true that it is an attempt to avoid the rising prices 
that are a symptom of inflation. But 'in so far as they widen 
the gap between the total of incomes’ and the total (at ruling 
prices) of the goods available to be bought, the subsidies tend 
to feed the fires of the very inflation against which they are 
aimed. To remove them at one blow might lead to demands 
for wage increases and to a consequent further rise in incomes. 
The important question is whether the reduction of subsidies 
by £100 million would or would not lead to an increase in. per- 
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sonal incomes of {100 million. If so, the removal would be an 
inflationary act ; if not, it can properly form part of a dis- 
inflationary policy. 

In any case, from the narrower budgetary standpoint, 
the burden of the subsidies cannot be allowed to rise inde- 
finitely, and even last April Mr Dalton affirmed that he could 
not guarantee to stabilise the cost-of-living beyond the end of 
the calendar year. Unless something is done, the cost of the sub- 
sidies will inevitably rise further in 1947-48; the differen- 
tial between the artificial pegged price level and the true price 
level will become even wider, and the difficulty of reducing or 
removing the subsidies still greater. But, if the cost-of-living is 
allowed to rise, a large block of wages will rise automatically, 
unless the sliding scale agreements can be revised. 

The only logical way to break this deadlock (as a writer in 
the current issue of The Banker points out) would be to offer 
the workers concerned a carefully balanced plan under which 
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reductions in subsidies would be balanced as nearly as pos. 


sible by equivalent tax concessions to persons in the income 
groups which would be most affected by the withdrawal) of 


subsidy. If the plan were carefully devised to achieve the 
maximum of equity, and if the underlying fiscal dilemma were 
clearly explained to the workers most closely concerned, it is 
not inconceivable that a revision of the sliding scale agreements 
might be conceded. If so, the way would be clear for a gradual 
reduction of subsidies, which would have the advantage first 
of restoring some measure of normality and flexibility to the 


price structure, and secondly of producing a means of reduc. 


ing working-class taxation in the manner most calculated to 
promote incentive. Indeed, if monetary concessions (as dis. 
tinct from real increases in the standard of living) still have 
any psychological force, a planned approach to the subsidies 
problem offers the best chance, in a non-inflationary budget, 
of introducing substantial incentive measures, 


Oil Stocktaking 


HE spectre of world shortage has never been far behind 

the scenes in the oil industry. In the United States, which 
has the world’s largest output and consumption of oil products 
per head, the prospective shortage of domestic oil supplies 
underlies some of the main recommendations of the recently 
published final report of the Special Senate Committee on oil. 
American oil strategy is rapidly changing ; new fields have been 
acquired in the Near East, and new agreements have been con- 
cluded between leading American oil concerns and Anglo- 
Iranian, under which the latter will supply large quantities of 
crude oil to the former during the next twenty years. In addi- 
tion, American companies, already interested jointly with other 
countries in large oil-bearing areas in the Middle East, are 
themselves developing the potentially rich fields of Saudi 
Arabia. Behind the manceuvres in the Middle East and the 
Senate Committee’s findings lie the real questions: Where are 
the world’s most prolific supplies? Who owns them? Are they 
being efficiently worked from the consumer’s point of view to 
make the best use of every drop of oil? 

There are definite signs of change in the relative importance 
of different oil-bearing regions. The first table opposite com- 
pares the proved world oil reserves in 1943 with those in 1946, 
and shows the degree of control which is exercised by a small 
group of countries. In Russia the oil reserves are owned by the 
state, and in America by the country’s nationals. In other areas, 
including some of the most prolific.in the world, foreign exploi- 
tation of oil reserves is almost universal, 

The ‘figures are, of course, only estimates and for Europe 
and the USSR probably very rough estimates. Scientific 
boring to ascertain workable reserves has been held up during 
‘the war, but the available figures clearly indicate the growing 
importance of Middle Eastern oil fields ; last year’s estimates 
show that these areas are now practically equal to the United 
States fields as potential sources of oil, and further boring 
over the next few years should give the Middle East a 
clear lead. 

Table II shows the production of crude oil by main geograph- 
ical areas for 1938 and 1944 to 1946, together with a division 
into the most important sub-areas, Preliminary calculations for 
1946 suggest that US output last year was about 63 per cent 
of the world total. Venezuela, which almost doubled its output 
during the war years and is the world’s second largest producer, 
has recorded the next largest increase in output; production in 
1946 was 26 million metric tons higher than in 1938. Thus the 
American continent, north and south, was still the world’s 
largest source of crude oil in 1946, accounting for over 80 per 
cent of estimated world output. At current rates of extraction, 


America is drawing heavily upon proved reserves; but estimates 
of proved reserves have to be taken with great caution, for their 
scope, workability and value at any time depend on a large 
variety of technical factors and on the price of oil. The search 
for new reserves has, of course, been retarded during the war 
in order to use man-power on current production and at least 
a moderate expansion in proved reserves is in prospect. 

Compared with these levels of output, the Middle East’s 
production is as yet quite small. Persia, the largest wartime 
Asiatic producer, had an output in 1946 only one-third of the 
size of Venezuela. Saudi Arabian production was only 7 million 
metric tons, though this represented a tremendous wartime 
leap in output from the 67,000 metric tons produced in 1938. 
It is quite clear that unless there is a violent, unexpected fallin 
world consumption, or vast new fields are discovered in America 
(which is equally unlikely, though proved reserves may keep 
pace with extraction for a number of years to come) the world’s 
oil supplies in twenty years’ time will have to come largely from 
the Middle East. This concentration of interest on Middle 
Eastern sources of supply has already produced important 
political and economic consequences. Large oil groups and 
governments themselves are busy staking their claims in tefri- 
tories that are known or thought to be oil-bearing. 


* 


The prospective change of balance from American to Middle 
Eastern supplies will involve important economic consequences, 
and major technical changes in oil transport. A wide difference 
presumably exists between production costs in twentieth-century 
America and those in Arabian deserts. But just how much less 
or more the change to new sources of supply will cost the world 
consumer for his oil is still unknown, because Middle Eastern 
production costs are not disclosed and world oil prices are based 
on American prices. All that is certain at present is that Middle 
Eastern costs can only be a fraction of American costs. 
there were a world oil price, fixed by the “ higgling ” of th 
market, as increasing supplies of Middle Eastern oil come on 10 
the market, there might be a downward adjustment of oil prices 
with revolutionary effects on consumption and production 

Table III gives an indication of the expansion in refinery 
capacity in different areas. Capacity expanded greatly : 
that period in the United. States and the Netherlands 
Indies. But there were significant increases also in South 


America and the Middle East. Refinery capacity is now ‘being 


expanded in the United States. Increased equipment is als 
being installed in South America, partly to overtake the arreats 
on construction programmes planned before the war, and partly 
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in line with the inevitable insistence of those countries upon the 
establishment of self-sufficiency in petroleum products and 
a full-scale petroleum technology. Refinery..capacity in the 


Middle East has been further extended ‘in 1946:. But the ulti<. 


mate structure of the Middle Eastern oil refining industry has 
yet to be decided. In Europe, the immediate target must be to 
restore capacity destroyed during the war. 

Opinion differs within the industry about the most economic 
location for oil refineries, within given conditions of extraction 
and the type of market to be supplied. But even if the econo- 
mic factors were not themselves a controversial issue and even 
if, under given circumstances, the best location for a refinery 
could be established beyond doubt, political factors intervene to 
prevent economic considerations from being given full play. 
Sovereign states normally wish to have at least some refinery 
capacity available within their own borders, especially if crude 
oil is extracted on their own territory. In many cases, this line 
of development finds favour with those large oil groups which 
already have large refinery installations on the oilfields. 

Wartime consumption of oil products was abnormal, and it 
provides only a very tentative basis for estimating the trend of 
post-war consumption. A forecast made soon after the war of 
a decline in the demand for high-octane motor spirit has already 
been proved wrong. Present indications point to an increase in 
the number of vehicles on the roads and a higher mileage per 
vehicle than in the past, not only in the United States but also in 
devastated Europe and the East. The long run demand for 
petrol from this source may offset any fuel economies that may 
result from better engine design and better quality fuel. 


* 


A feature of the oil market during the war has been the 
increased demand for distillate oils, following the widespread 
use of the diesel engine in industry, marine engineering and 
agriculture. At the same time, the scarcity and rising cost of 
coal in many regions is creating a demand for fuel and gas oil 
even greater than during the war. This rising demand for all 
refined oil products is being accentuated by the need to replenish 
stocks. Estimates must necessarily be tentative but it has been 
calculated that the world consumption of oil products (exclud- 
ing the USSR) during the five years 1946 to 1950 may rise 
by 9 per cent. A possible consumption trend on this basis for 
the main refined products is set out in Table IV. 

The figures reflect neither a sudden burst of world prosperity 
—including a drive to industrialise the Far East and mechanise 
its transport system—nor a world slump, which might retard 
reconstruction in Europe and reduce the demand on machinery 
and power resources in the United States. They anticipate an 
incteased demand for crude oil, and also a further, if slight, 
increase in the relative use of fuel oil and distillates in some 
regions. Further progress with engineering and industrial 
techniques successfully developed during the war, such as the 
kerosene consuming: gas turbine engine, would help to realise 
this estimate and it is important that these techniques should be 
fully developed, for if the world’s supplies of oil are limited they 
must be used to fullest advantage. The eventual prospect of 
some limitation in oil supplies enhances the need for the oil 
producer, the» engineer, the metallurgical chemist and the 
economist to consult together on the best application of oil to 
industry. 

_ A national oil policy involves the weighing of many factors, 
imcluding available raw materials, sources of power, and 

dence on international trade. In addition to the technical 
questions involved in relating oil consumption to the require- 
ments of expanding chemical and engineering industries, there 
temains, for Western European countries, the impact. of oil 
requirements on their balance of payments. The need to fit 
these considerations most carefully into a national balance-sheet 
of resources is not least obvious in the case of this country. 
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* 1945: but probably little change for 1946. 
N.B,—These reserve figures are only approximations. The value of reserves at any given time 
depends on the technique of extractions and consumption and the price of oil, 
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| 1938 1944 | 1945 1946¢ 
jini acli ts shienciety See tobe ie 
i | j | 
North America... 2.00. 60000004. 172,876 | 236,567 241,434 | 244,600 
Of which :-— 
United States. ............. 164,102 226,723 231,198 234,000 
Mesiegdip eso i8. AWeled. 5,460 5,500 6,05 6,700 
BNR ik tae saan 2,450 3,050 3,079 2,900 
South America .......5....0004. 35,944 47,235 55,078 62,530 
Of which :— 
OD as eat min: 28,059 38,340 46,368 64,000 
Armenia 662 6 ei ie 2,450 3,470 3,276 3,100 
Colambia J . ¥65 « Seis x60 3,030 3,205 3,252 3,300 
Buniies 2855 PETOR Ss. RG 36,952 29,300 26,269 28,750 
Of which -— 
RE oe eas chicas. hie 29,700 23,000 20,000 22,400 
Bir. BATS HAG ai 24,477 23,380 27,278 35,160 
Of which :-— 
Bri ©. oct. eRe Re 10,359 11,522 17,109 19,000 
ees Khudiss, Sg EN 4,364 4,271 4,712 4,410 
De ee 7,394 4,400 1,359 1,300 
Saudi Arabia ..c..cesccaees 67 1,063 2,872 7,000 
ROG co cuavs caavewseneos 3,895 2,925 1,745 2,100 
World Totah. cc, <cacei's écnedece 274,144 339,407 353,163 373,140 


. Including estimated enemy production before liberation. 
+ Preliminary figures. 
¢ Source: Palistine Press Service. 


§ Inchodes oy U.S.S.R., Germany, Hungary, Austria, Rumania~U.S.S.R. figures are 
only broad, unofficial estimates. 


Taste III—Wortp REFINING CAPACITY 
(Thousand Barrels Per Day) 


| rm | 1086 HI | som | 6 

i 
Psiihcn%:< Vnwan intemal 4,461 5,300 | E, Mediterranean? .. 63 129 
Netherlands W. I.....+3 505 580 Mid-East*® and India. . 402 548 
CC) 76 131 COBMOE Csi sics caved 222 245 
COM i ss c.0<binanecd 14 a0 SF {RIO a wa cate 5 ine 100 179 
cas + deka ox daeee 133 97 


TYING iw veaccesecsae 79 82 U.K, 
+ Palestine, “Syria, Iraq and Egypt. S 
* Iran, Bahrein, Saudi-Arabia. 
Source: The Oil and Gas Journal; U.S, 1946 figure assumes output represented 90 per 
cent of capacity, 
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Taste IV—EstTiImMaTED Wortp DEMAND FOR MAJjor O11 Propucts 
(Thousand Barrels Per Day) 








| 1938* | 1946f | 1950 


U.S.A. :— 

POR AGL Ai I. Ai | 1,435 1,853 2,074 
Gas Oil, Distillate Fuel and Kerosene...... | { 1.375 837 1,008 
TRAUMUGE NE MNEs 6c once cs necqeunce tances , 1,224 1156 


STM SEk wn a 05546 9 60th ce Coene 116 176 235 
Gas Oil and Distillate Fuel..............6. 88 110 
Restinel Pugh OR) voice. i gw yess + ceive tevue 259 %2 439 
MRIs sak ba SE is <0 60.00 occcecenseuces’ 28 37 

Europe and North Africa :-— 

WOO Faso oi edness Ae REF. ERS 436 322 439 
Gas Oil and Distillate Fuel......,... bide 192 219 271 
poe Se here, Perea 234 285 385 
MarONG GA 8 Oo cei ci ccc ee cvees tess 4 59 “4 
‘astern Hemisphere (inc. U.S.S.R.) i~ 

eer EMs.« Bee ert; be eeete Ne ep a 9% 151 182 
Gas Oil. and Distillate Fuel. ...6i..004 +00 ‘ 91 121 146 
UMS UE COG os nc a4 ce tarde capestenras 129 287 242 
MABORCNG ss od 5 ERC atc ce detect ereeess 61 51 12 


*Actual consumption, f{ Figures for 1946 and 1950 are World Petroleum estimates. 
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Business. Notes _ 


Gilt-edged Turning Point ? 


This week’s trend in the gilt-edged market has shown only too 
clearly that investors are not disposed to take Mr Dalton’s repeated 
advocacy of 2} per cent as the “ appropriate long-term rate ” at its 
full sales value. The entire list of the Funds has been hesitant to 
a degree this week, but nowhere has uncertainty been more marked 
than in the long-term stocks which the Chancellor must inevitably 
regard as the testing ground of his ultra-cheaper money drive. 
Old Consols on Thursday were no better than 933, and the new 
Treasury 24’s 943. Gross yields of £2 13s. 3d. and £2 12s. od. per 
cent respectively on these two stocks show how far the Chancellor 
would have to press on with his cheap money drive—with all the 
inevitable financial consequences if he decided to do so—before the 
“ appropriate long-term rate” could be firmly established for the 
undated stocks. Here indeed is a task for the latter-day Goschen. 


Plainly, the Chancellor’s bull tactics in the market have lost 
a good deal ot their old magic. The behaviour of the market 
since his announcement twelve days ago shows an all-pervading 
scepticism—to put it no higher—about the possibility of estab- 
lishing Treasury 23’s at par, and an equal determination by 
most investors to cling to a date. “Long-term” to the gilt- 
edged investor means, in fact, littke more than twenty years, 
and for that term’ he has so far been prepared to accept the 
Chancellor’s prescribed 2} per cent. The contrast with Old 
Consols and Treasury Stock is well provided by 2} per cent 
Savings Bonds, 1964-67, though after their reaction this week 
even they stand at 1003, with nearly a point of accrued interest, 
and yield £2 10s. 6d. per cent to the latest date of redemption. 
A yield differential of 4 of one per cent to cover the risks inherent 
in the lack of a date can hardly be regarded as an excessive risk 
premium under present conditions. 


Doubtless, there will be future opportunities for partial 
recovery in Treasury Stock, even though the present temper of 
investors is to await the Budget, with its promised analysis of 
the Chancellor’s cheap money policy. Indeed, the expectations 
of a fairly sharp technical recovery in the gilt-edged market have 
for some time -seemed reasonably good, though it has aot 
occurred. But for the time being, it is plain that 2} per cent 
on undated stocks is a Chancellor’s dream, and not an established 
fact. That being so, Treasury Stock now takes its place among 
the speculative gilt-edged issues and will doubtless come to attract 
the same sort of short-term following as Old Consols have always 
attracted in the past. If so, fairly sharp movements—within 
a limited range of prices—may be expected to occur. If, at the 
moment, the chances favour a recovery of this sort, it would be 
only proper to emphasise that, in the market’s present mood, 
this is a stock which lacks a sheet-anchor. And Mr Dalton may 
find it difficult to provide ome, even at great cost. 


* * * 


Five-Day Week in the Mines— 


Last Friday, a special miners’ delegate conference heard and 
approved the agreement for the introduction of the five-day week 
in coal mining, which is to start on May sth. Underground 
workers are to work five consecutive shifts, of 7} hours plus one 
winding time as at present. Surface workers will work a 42} 
hour week in tive shifts, instead of 48 hours. Men who work 
the full five shifts will rece:ve an additional day’s pay, and piece- 
workers an additional 16 per cent on their earnings. Absence 
due to accident or trade union work will involve a proportionate 
reduction in bonus, but absence for any other reason—including 
sickness—will involve the loss of the bonus. Unconditional 
statutory holidays with pay have been agreed, with @ propor- 
tionate reduction in bonus in the weeks when they occur. Over- 
time rates of 14 normal rates during normal shifts and double 
rates from Saturday afternoon to Sunday night will be paid. 


On their side, the miners have undertaken the obligation to 
complete a full normal shift—thus ending rhe widespread practice 
of ceasing work after finishing a “stint”; to countenance no 
restriction of effort; and to co-operate with the National Coal 
Board in upgrading and transfer of labour to make the best use 
of manpower. These undertakings promise a fall in absenteeism, 
and an improvement in the movement of workers to the face. 
Displaced persons and Poles are to be admitted, on condition 


that they receive the same rates of pay as. British miners ang 
join the union. In addition, the National Coal Board has é; 
to an increase in the welfare levy from td. to 2d. a ton (atg 
cost of £800,000) and to take over responsibility for baths (ata 
cost of £1 million). set 

According 1o Mr Lawther, the cost of the five-day week is 
put at £24 million a year, and the loss of Saturday pr ion 
at 18 million tons. At first sight, a five-day week looks very 
after a coal crisis which only a month ago brought the British 
economy virtually to a standstill. It means, on last year’s out 
put, an increase in costs of 2s. 9d. per ton, and a 10 per 
cut in last year’s rate of production. Arguments were suggeste 
here a fortnight ago that a reduction in the working week in 
coal mining would not necessarily involve loss of output at the 
face, in view of the recent rate of absenteeism, though the loss of 
man hours at the sucface under the new agreement will at leasr 
be material, for in recent months surface workers have been 
working 5} shifts or more a week. But here, at any rate, the 
labour problem is less intractable than at the face, and the impor. 
tance of the agreement rests finally on the itidéruakines’ gale 
the miners have given about increased productivity and atten. 
dance underground. 

It now remains for the miners to show their response to an 
agreement which, in Mr Lawther’s words, places the British 
miner in the best position of any in the world. Figures of output 
per man shift and of absenteeism will be eagerly watched from 
May onwards. The 1947 coal target of 200 million tons mag 
not be impossible, even with a five-day week, but it will require 
the complete cessation of voluntary absenteeism, and at least che 
Serer of the pre-war rate productivity of 23 cwts. per man 
shift. 


* * * 


—And Seven in Steel 


An agreement has been reached between the Iron and Steel 
Trades Employers’ Association and the Iron and Steel Trades 
Confederation to operate smelting furnaces in the heavy steel trade 
throughout the week-end on a 48-hour week as from April 6, 
1947. Agreement has also been reached on operating entire week- 
end shifts at furnaces which cannot yet operate fully throughout 
the week. Hitherto steel furnaces have been down 
between I p.m. on Saturday and 2 p.m. on Sunday. Now the 
way will be clear for continuous 7-day working. Given the 
necessary coal supplies and tr rt facilities, it should be pos 
sible to produce an additional three-quarters of a million tons 
a year from those furnaces at present able to work a seven-day 
week. When all plant is able to operate the new scheme, output 
of steel ingots should be increased by over a million tons. 

These arrangements between management and labour in th¢ 
steel industry for intensified production are heartening after the 
disappointing February steel production figures published. last 
week. The agreement has two implications. First, steel ingot 
Capacity in this country has been increased, potentially, from 
some 13} million to 143 million, and eventually to over 14} mil- 
7a. tons. prpoand, immed . gan improvements in steel output 

increa ours wor! can expe plants 
pe assured coal supplies. SOP sisacaliaee 

st month’s steel ingot and castings production, expressed a8 
an annual cate, declined by Anarene cmngades with January 
and by 2,128,000 tons compared with February, 1947. The 
immediate value of the new arrangement will be to assist works 
which are well placed for coal and delivery facilities to close this 
gap. Meanwhile, short-time working in steel and higher wage 
costs for week-end working (time-and-a-half for Saturday after- 
noon and double time for Sunday) threaten to affect basic steel 
prices before long, unless a rapid recovery in output occurs, 9°" 


* e ee ¢ 
Transport Bill Improvements - 
_.. The removal of the clauses imposing ‘restrictions on “C” 
licences, announced by Mr. Barnes dating: the evening session of 
the Standing Committee nine days ago, was as welcome as it wa 
surprising. “These provisions Mr Barnes considered “ eminently 
reasonable” ; they would not, he thought, have “unduly intet- 
rupted” the normal operation of the “C” licences. But 
had created psychological fears; the Government had 


a &. iw, 
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aware ef mcreasing anxiety aie vast aumber of merchants 
in ae community; and so the —reserving its sight 
so come down iheavily on the “(C’ licence if its facilities are 
ebused in any way—had decided 40 semove the clauses fom 
the Bill, The implications of ahis reservation are mot wholly 
clear. Mr Barnes referred 40 practices that developed in 1921 
and onwards, but he had made.an earlier reference 10 the need 
for the Transport Commission 10 be efficient and economical. 
There was no discussion on his statement, and so. Mr Barnes 
had no oppertunity to enlarge on the risks that the efficiency 
of the Commission would be undermined by legitimate competi- 
tien—the only form of competition.,which now remains—of the 
“C” licence which permits a wader to carry his own, 

What ihe railways were prepared to coneede under the Read- 
Rail Agreement Jest year will obviously not come amiss from the 
Government, and the withdrawal ef the. clauses restricting the 
use of “C” licences -has been most heartily welcomed by the 
opponents of the Bill and perhaps by not a few of its friends. 
The threat of a “black market” in tramsport under nationalisation 
has at least been seriously weakened by this decision. “The 
operation of the guillotime has, indeed, found the Government in 
a mood of greater concession on the Bill, though it has remained 
adamant to amy extension of the radius of operation of “A” 
and “B™ licensed vehicles. Second thoughts on the treatment 
of Treasury guaranteed stocks were noted in last weék’s issue. 
Mr Barnes has since undertaken to give further thought to 
the compensation to be paid to lacal authorities for their trans- 
port undertakings (there is a similar promise for electricity also) 
by which the Government ‘will pay im addition to the net debt 
charge “an additional form of compensation «which will tave 
the effect of reducing overhead expenses in the field of municipal 
administration’ which might be ‘affected by the ‘withdrawal of any 
particular trading undertaking.” This “does net sound remark- 
ably generous, and ft does not abate the inequity in the ‘treat- 
ment of authorities which have conscientiously written off the 
debt on their transport undertakings; fut it is at least ‘a gesture. 
The clauses dealing with compensatian for private wagons have 
also been postponed, since discussions are going forward between 
the Government and the interests concerned. The compensation 
terms for wagons laid down in Clause 32 of the Bill were scrap- 
heap prices, and although the Minister is not committed at this 
stagé to #Mproving them, the postponement plainly implies that 
some improvement may ‘be agreed. 


* * * 


Dislocation in Cotton— 


Lancashire is now providing a painful example of the. diffi- 
culty of restoring a balanced flow ef ourput between different stages 
of industrial preductuon. During the fuel crisis, cotton weaving 
sheds suffered mare than the spinning mills... A chronic shortage 
of yarn was temporarily tramsformed, in some cases, into a surplus. 
Other weavers received more weft varm than they could use with 
their inadequate supplies of ring beams. To crown this dislocation 
eames the news that cotton spinners are 10 have their coal alloca- 
tion restored to the pre-cris:s level of 65 per cent—a_ dispensation 
which led to a protest meeting on Friday among weavers and 
finishers who are still kmited to a 48} per cent allecation. A 
flexible allocation system is ebviously wanted, by which par- 
ticular kinds of yarn can be turned out more quickly than others, 
80 that looms can be restarted in an effort 10 meet export and 
domestic coupon requirements. In this respect, planning for 
eotren’s fuel supplies is.at present wholly deficient. 


29 


The full seriousness of the interruption in loth production thas 
yet to be revealed in the output figures. But if it has been more 
serious than im spinning—as isolated reports suggest—then only a 
very small fraction of weaving ity could have deen in opera- 
tion during February. In spinning, the story is dismal. In the 
tast week of Novemiber, single yarn output was 15.2 million tbs. 
‘Owing to interrupted supplies of coal, average weekly production 
in January ‘had fatien, with an almost unchanged labour force, to 
14-9 million Ibs. Bat the real collapse occurred with the fuel crisis, 
when production fell to 103 million and then to 4.9 miflion ‘tbs. 
in the first and second weeks of February. ft is expected ‘that 
output will recover only slowly towards ‘the January levél. Indeed, 
the Condenser and Allred Spirmers and Manufacturers’ Associa- 
tion ‘which represents nearly a million spindles and 10,000 looms, is 
considering plans for organised short time. Moreover, the Cotton 
Control thas warned the recently formed Yarn Spinners’ ‘Association 
to advise its members (that is, roo per cent of the trade) against 
accepting new yarn orders on the ‘basis of excessively optanistic 
estimates of future yarn production. , 

Yarn output reached a post-war peak fast November, when the 
origital “100 -per cem ” coal allocations were in operation. ‘Now, 
‘with an allocation of 65 per cent, with supplies in many cases well 
below these allocations, and with ‘coal ‘stocks’ exhausted, ‘the 
spinners cannot avoid drastic feductions in output below the 
November level. The implications for cloth exports and home 
supplies need no coaphasis. 


* & * 
. 


—And in Wool ? 


Across the Pennines, the ¥erkshire wool industry has suffered 
severely from the fuel crisis, trough the absence of regular pub- 
lished figures from the trade means that any estimate of the lpss 
of production can only be tentative. ‘Some firms have put their 
loss—due to the fuel crisis—at about 15 per cent of a year’s output. 
As in cetion, spinners have experienced slightly less inconvenience 
than in ovher seotiens owing to the pseportion ef spindles driven 
by electricity. Yorksitire was not scheduled as a “black” \area 
for purposes of ¢lectricity cms. The immediare ‘hold-up in -pro- 
duction is likely to result frem a shertage of tops. 

But, as in Lancashire, the fuel crisis has-only temporarily masked 
the chronic shortage of woollen end «worsted varn. Efforts have 
been made recently to overcome this problem ‘by ‘investigating ‘the 
possibility of using German spinning capacity. The Wool Textile 
Delegation and the Association of Exporters of Raw Materials 
and Yarns have now come to an arrangement with the ‘German 
industry m the British-American zone covering the petied up to 
March, 1948, by which crossbred ~wuol of medinm quality -will 
be spun in Germany on a commission basis for export to this 
country for mannfacture. The scheme thns follows broadly the 
one instituted some time ago for commission woolcombing of 
Bradford wool in Germany and Italy. Both woollen and worsted 
yarns are required, but ft is prohable that more woollen than 
worsted yarn will be provided, since some 7o per cent of Ger- 
many’s worsted spindles are in the Russian zone. In any case, 
yarn for woollen manufacture from crossbred wool, spun on a 
commission basis, meets the woollen manufacturers’ requirements 
particularly. well. Consideration of a similar arrangement for 
weaving will not arise, of course, until some idea has been ob- 
tained of the success of the spmning scheme and of the extent 
to which German weaving capacity is capable of assisting. 
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Saving and Dis-saving 


Small savings, the public was triumphantly told last week, 
have passed their 1946-47 target of £520 million with three weeks 
to spare. This is certainly no moment to denigrat> the efforts 
of the National Savings Movement, but it really is questionable 
whether these shouts of triumph are good tactics psychologically. 
The National Savings Committee works to gross targets, without 
taking account of the rising level of encashments of Savings 
Certificates and Defence Bonds, and always contends that any 
emphasis upon “ dis-saving” damps dow the enthusiasm of 
workers in the movement. If that is really so, it is tme that 
serious efforts were made to bring home to all local organisers and 
canvassers the fact that an important part of the movement’s 
functions now is to facilitate the stream of necessary encashmenits— 
for example, by those who are now restoring their homes—by 
encouraging additional savings by those whose domestic circum- 
stances are less pressing. From the point of view of combating 
inflation, a gross target is almost meaningless: it can make sense 
only if properly related to realistic forecasts of the amount of dis- 
saving. Naturally there is no means of knowing whether in the 
past year this has been ‘arger than the authorities forecast, but 
it has continued to rise steadily. 

SMALL SAVINGS, 1946-47 
(to March 8th) 














(£ million) 
Purchases Encashments Net 
and and Cash 
Deposits Withdrawals Receipts 
Savings Certificates ......... BSF 2* 255... BAR Sy. .0 28.0 
Defence Bonds ........ phon Bee TR. ..5.5. BAS oe gn. ng 167.8 
Savings Banks............... OEDB....:s.tky MOOSE. casks 102.1* 
1,049.6 751.7 297.9 
Less Defence Bonds 
redeemed on maturity 22.2 
275.7¢ 


¢This compares with “target” savings of £520.9 million, com- 
prising the sum of the items marked with an asterisk plus £59 million 
of interest accrued on savings deposits. Accrued interest on savings 
certificates during the period amounted to £53 million. 

Thus, although “target” savings produced £520.9 million 
(including £59 million of accrued interest) in the first 49 weeks 
of the financial year, the actual net cash receipts were only £275.7 
million, and even if all accrued interest is included, the total is 
no more than £387 million. Moreover, it is questionable whether 
even the trend of gross savings can be regarded as a measure of 
the volume of savings in future. Sales of Savings Certificates and 
Bonds during the 49 weeks totalled £360 million compared with 
£401 million in 1945-46, but this performance is much less satis- 
factory than at first appcears-—first because £22 million of Defence 
‘Bonds have been repaid on maturity, and secondly because sales 
have been artificially stimulated both by Mr Dalton’s “ last- 
chance” tactics and by the raising of the limits on individual 
holdings. Of the year’s sales of Defence Bonds, probably at 
least a quarter represented purely anticipatory purchases stimu- 
lated last spring by the imminent withdrawal of the 3 per cent 
issue. No doubt the effects of these big purchases at that time 
have been felt in correspondingly smaller purchases since, but 
this influence was certainly substantially offset by the attraction 
of “large” savings into the small savings totals by the device 
of raising the limit on holdings. And since the Chancellor gave 
notice of the coming withdrawal of the current series of Savings 
Certificates, every effort has been made to ensure that as much 
mori¢y as possible is raked in before the turn of this financial 
year. Examination of the figures suggests that possibly £25 
million has been secured in this way, which means that the volume 
of sales in the new financial year will be correspondingly less. 
Once again, however, the effect on actual sales will be obscured 
by tapping the resources of the large saver to whom, even after 
the substantial cut in interest, Savings Certificates will still be 


very attractive. 
° * * 


France’s Dollar Needs 


Ominous news about France’s utilisation of her dollar credits 
has been given this week in Paris by the American Ambassador, 
He pointed out that of the total of $1,920 million of credits 
arranged in the United States by France, as much as $1,200 
million had actually been disbursed by the end of October, 1946, 
and that orders placed after that date for delivery in 1946 and 
1947 amounted to about $900 million. This suggests that France’s 
dollar commitments exceed available dollar credits by, about $180 
million. The tale is reinforced by the figures of French short- 
term ‘assets’ in’ the United States, which from a-total of $490 
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million at the end of 1940 had declined to $275 million” 

September 30, 1946. The pressure on France’s dollar by 
is further apparent in the extent to which the Bank of Frange 
has had to ship gold in recent months. The last such ating 


occurred last month in connection with the payment of France's 
gold subscription to the International Monetary Fund. The 
French gold quota calculated at one-tenth of the French gold and 
dollar reserve amounted to about $90 million. In order tO pro- 
vide for this payment a law was enacted authorising the transfer 
of Fr. 12,000 million of gold from the Bank of France to the 
Exchange Stabilisation Fund. This Fr. 12,000 million would be 
equal to approximately $100 million, and the balance of 
million between this figure and the amount needed for Frange’s 
IMF subscription is at the disposal of the Exchange Stabilisatiog 
Fund to provide urgently needed dollars. This transfer of gold 
to the Stabilisation Fund is the last of a number of such op 
tions, the effect of which has been to reduce the Bank of Franice’s 
gold reserve to little more than one-quarter of the figure at which 
it stood at the outbreak of the war. The change can best be 
expressed in terms of volume since this avoids the complications 
of two intervening valuations of the French currency. In Sep- 
tember, 1939, the gold reserve at the Bank of France amounted 
to 2,408 tons. It had fallen to 1,778 tons by the liberation, and 
has since then been reduced to 628 tons or $718 million. 
The immediate balance of payments situation promises con- 
tinuing strain on that somewhat exiguous reserve. The current 
deficit for 1947 is estimated at Fr. 188 miiliard, or $1,600 million, 
of which exactly half is “in hand” as a result of sales of 
external assets and further drafts on the Lend-Lease Expon- 
Import Bank credits. Part of the estimated deficit for 1947 is, 
of course, a sterling deficit, which will be presumably met by 
transfers of sterling securities to the British Government. Ir is 
evident, however, that the French gold reserve may have to take 
an almost obliterating strain this year unless the International 
Bank comes to the rescue with the $500 million ioan for which 
France has been waiting so ‘ong. 


* * 7 


Companies Bill and Disclosure 
The final committee stages of the Companies Bill in the House 


. Of Lords last week produced a rather surprising concession, when 


the Lord Chancellor undertook to consider, before the Report 
stage, an amendment moved by Lord Swinton which would have 
the effect of adding shipping companies to banking, discount and 
assurance companies which, under the Bill, are specifically ex- 
empted from the need to make full disclosure of hidden reserves. 
Lord Swinton argued that the strategic importance of shipping 
gave it a special place in the national economy, and that the dis- 
closure of its full reserves would provide welcome information 
for its foreign competitors. The Lord Chancellor not only ad- 
mitted this case, but also suggested that it would not be wise 
to confine the exemption to shipping. This erosion of the pfia- 
ciple of full disclosure is regrettable, for the grounds on which 
it has been conceded to shipping companies can hardly be denied 
to ence companies with establishments or business over- 
seas. concession admits a real danger that the principle of 
full disclosure for which the Cohen Committee so cogently argued 
may in the end be seriously diluted. 

An amendment moved by Lord Lucas of Chilworth sought to 
include the amount of a company’s trading turnover in its accounts. 
Lord Lucas, after a dig at British industrialists who in the past 
had told the public as little as they could; argued thar the suspicion 
which was attracted by apparently high profits would be abated 
if it were related to the turnover from which the profit was secured 
—and, he might have added, the real capital which was tequ' 
to earn it. This is a matter on which the Cohen Committ 
decided, after consideration, to make no specific recommendation, 
and it was hardly to be expected that the Government 
accept a suggestion which, compared with most of the 8 
was somewhat controversial. But the Bill is in many respect 
based on widely accepted good practice which not % 
many years ago was in the pioneer stage ; so, to-day, at least 4 
handful. of companies give information about turnover without 
encountering any of the difficulties involved in special cases 
three-year contracts te build bridges, such as the Lord Ch 
put forward in rejecting the amendment. 


* ew * . 


Floating Debt Policy xf 


Mr Dalton, as last wesk’s Note in these columns pointed ¢ 
certainly. chose a fortunate date for his claim in the nal 
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| BALANCE SHEET, aie DECEMBER. ante 












LIABILITIES, aan : ~ ~ . ; 
Carrmat, Stock, AUTHORISED axp Isauep —.. 90000006 6 | Case iv Haab awe at Binnans ASSETS, ii shibties * . 
There ie wader the Charter a reserve liability of the Stockholders equal to the amount of Govenxwent axo Oren Secunities ... 3 yy ae i ras i we . 56,135,009 eo 8 
- ~ — . 2 os 4 Honckona GoveERNMent CERTIFICATES OF Lapeerepness F ror SURRENDERED Cors AND 
tam oe 2, } bed ae pad jee bes noe os <a oes . eaccar Loperp acawsr Nore Issue «.. - £1,666,206 18 $ 
Cunnert axp Ornen Accounts, including Provieton for Bad and _Dowbttu Debt so wares Lopeep agains? Norse Issua one on owe on 913,549 8 6 
pang a oe and paneer ree oes . 96,035,721 15 1 


_—_—————~ 2,878,756 6 9 
ee aes inaananen Bara Lrp.—37,648 Ordinary Shares of Re. 100 each, of which 14,665 are 


ecanveo wo 


pelted Haeairtins vitiachenad adit mie, vee fully paid and 22,983 are paid up to the extent of Ra. 60 ware, at oat 747,705 110 
Buis Pavaae ik wae 1,721,540 19 B - Moines FP per e see one * 
Accertances, inchodiog Ue ings to 0 Ie om Ace ot of Coatomers eee «=» $9,961,511 18 ADVANCES 10 dvecseen axp Oruxn ‘ssevtuah “e aad a = a * soupn 700 is ° 
cone ine Boas Accoun? , 7} = oo ~~» 675,000 0 Lusenary er Customers Fou AccerraNces, including Undertakings ‘to acrept, per Contra 2,961,311 6:5 
deannast = = < ove soe ov on «~» 704,518 5 Bank Premises anp FuRNrrure st THe Head Orvict awn Baancues .. -» 1,599,138 16 10 
(1) There are contingént liabilities on Bille re-discounted, £1,677,901 Se. Bd. (of which we or en = — eTc., 18 — BeTWeeN Head Orns, Brascnzs > 
£1,136,867 Ss. Lid. has tun off at 10th March, 1947) and commitments in respect of ae * nts Tee re: <iseri AOA: 7 
Confirmed Credita, Guarantees and Forward Exchange Contracta, 
(2) Currency Assets and Liabilities have heen converted at the fol rates > 
Rupee Is. 6d., Straite — 2a. 4d., Guilder 2. Od., Tica) 6d., Inde China re &d., 
Hongkong Dollar 1s. 3d., Chinese Dollar 12,500 to &, Philippine Peso 2s, 64., 


Yen Is. 3d., and United States Dollar 5a. Od. 


W. R. COCKBURN, Chief Manager. £118,174,870 6 0 Vv. A. GRANTHAM) 
2 W. BUCKLEY, Manager. —_— ——— H, MACNAGHTEN - Directors, 
. H. TANKARD, Chief Accountant, J. 1, MILN® J 


REPORT OF THE AUDITORS TO THE STOCKHOLDERS. 
We have examined the above Balance Sheet with the booke at the Head Office in London and with the Returns from the Branches open at 3)st December, 1946, certified the Branch Managers. No Returns are 
available as to the Assets and Liabilities at 31st December, 1946, of certam Branches which had not then been re-opened after enemy occupation, and the figures included im the 


Sheet in respect of such Branches 
are those shown in the last Returns received , currency figures in such Returne have beeh converted into Sterling at the ratea.stated on the Balance Sheet. Under existing circumstances, it has not been 
































to recen- 
cile all outstanding transactions between opened Branches fount jed by the Enemy and the Head Office and Branc Sub. ) observati 
dru up *0 7 to exhibit a Gunsint aes view of the etate of the Baak’s affsire saaetoes to ‘he Seal cor uianeiiog ond tes cminanlaeis Sen So eelenih ne awee ty oe hocks nh tha Mend Olen and the ec iealaiees 
W; A. BROWNE @ €O. ~ 
Auditors, 
Lonvon, 1818 March, 1847. ee SGcotig . DELOITTE, PLENDER, GRIFFITHS aco. } ali 
PROFIT AND LOSS ACCOUNT, , for the Year ended 31st December, 1946. 

é TT Ee Te ee ee ee LAE " 
Interim Dividend at 80th June, 1046, less Income Tax at §/- in the £ ao a nib 57,750 0 0 Ralance brought forward from 3ist December, 1945 . ad --« 963,635 as 
Balance proposed to be dealt. with as follows :— Profit after providing for Bad and Doubtfol. Debts, Taxation and Con ‘contingencies, ineluding 
Dividend at Sist December, 1946, lese Snege, 4 7» at St in 4 ape £107,250 0 0 results between the date of the last certified returna received and Jlet Decespber, 1946, 

Officers’ Pension Fund aa 100,000 0 0 of Branches re-opened during 1946, so far as can at present be excertained, but on 
Widows’ and Orphans’ Fund al oo os ole on we 10,000 6 06 to unascertained results of Branches not re-opened at dist December, 1946 cae 378,632 12 4 
Bank Premises oss ie ood 100,000 0 0 
Carried forward to Profit and Loss New Account ... ose ove 387,268 5 4 
704518 & 4 
Ww. R. eens RN, Chief Manager. £762,968 5 4 V. A. GRANTHAM) , £762,208 5 4 
R. _. UCKLEY, Menager. : V— H. MACNAGUHTEN ~ Directors. rs 
4. H. PANKARD' Chief Accountant, ; 3.1L. MILNE ay 
THE NATIONAL BANK OF INDIA, LIMITED: 
Registered in London under the Companies Act of 1862 on the 23rd March, 1866. 
ESTABLISHED IN CALCUTTA, 29th SEPTEMBER, 1863. 

Subscribed Capital... => sie are wae ae £4,000,000 Reserve Fund ... ss “a doe or ows en £2,200,000 
Paid-up Capital ad ns unk tes nie ols ee Number of Shareholders na o99 ose one oon 3,121 
iin B heen dpi emanated sel 
HEAD OFFICE . - 26, BISHOPSGATE, LONDON, E.C.2, 


“BALANCE SHEET, Sist DECEMBER, 1946. 
The Rupee moeng me ets and Liabilities ies have been been “conyerted at the rate of 1/6 per Rupee, 





LIABILITIES. £ C4 ASSETS. ¢ ea 
‘Capital: Authorised and . Cash on hand, at call, and at Bankers ioe wes 16,111,123 11 10 
Subscribed, 160,000 Shares of £25 each, Indiaw and Céylon Government Rupee Securities 1 «+ 16,055,868 8 0 
£4,000,000 British Government Securities, Indian on aconemaneal Guaranteed 
Paid up ae 0s. per share a Rae wah es .. 2,000,000 0 0 Debentures and other Securities (of which £500,000 War 
Reserve F 2,200,000 0 0 Loan lodged with Bank of England as security for Govern- 
Current, F xed Deposit. and other ceenmaies including provision ment Aceounts) . 17,676,775 6 11 
for Bad and Doubtful Debts — ae ae a 62,598,997 16 5 House Property and Furniture at cost, less amounts written off 562, ~ 7 
rary is be She sed -- 1,015,407 11.5 Bills of Exchange, including Treasury Bills 4,804,468 12 4 
Acceptances for Customers mn ai ane ont a 199,636 1 8 Discounts, Loans Receivable, and other sums due to the Banik 13, 176, 310 0 3 
Profit and Loss Account, ag under oie ioe cee oe 566,608 19 1 Customers for Acceptances per Contra ... nua 99:636 18 
, £68,580,650 8 aa 650 8 7 


Bills receivable, re-discounted £1,453,136 3s. 5d. of which up to 13th March, 
1947, £1,174,576. Is. Bd., have run off. Forward contracts outstanding 
__ for t thre ‘Purchase and Sale of Bills: anil 1 Lelegraphic ‘Transfers, £20,7 779,315, 


PROFIT AND LOSS ACCOUNT. ae 





Dr. For the Year ended 3ist December, 1946. Cr. 
| fees citar? Dece 24. 473 19 % 
To ad interim dividend at the rate of 16 per —_ per annum By Balance at dist mber, 1945 . ... ea b. $08 J 
for half- ce ie 160,000 0 0 Deduct— 
” ina seni oe bem: ‘a ove ae ood eve 566,608 19 1 Dividend at the rate of 14 per cent. ” annim for the half- 
year ended Sist December, 1945 «. , 240,000 0 0 
Staff Pension Funds... in nts. a: Ge. 2. © 
Contingencies Account . ibe ak ... 100,000 0 0 





Balance ones forward 274,478 19 6 
Net Profits for the, * a ended 31st December, 74a “and after 
* obarging Director’s Fees asnounti S os 595 17s 
“providing for “Taxation and alt ide 482, 190 19 7 


ites bos . ‘ 
Tt. ¥ ALLAN, General Manager | K, MICHIE : bus tee 
G, W. HARKNESS, 4 bu Gast eg, eu 





: have andited ‘ : certified Retarse from the Brapches. W velabtaigbdialt thi taltiediion 26s explanations we 
aaa, el he tere Ra hat manne Uy toe Reged ofthe amp ei panel Own Wm fo cn to cant true aud correct lew of the sale of tbe Company's 
hte‘ nfrmiton nod the explanalens ven foe Sd 22 abewn By the bookh of the , f COORBR & 00, 
‘Vondon, 1306 March, 1947, eb ; , ms pat Ww. A. B ac n= 
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Saving and Dis-saving 


Small savings, the public was triumphantly told last week, 
have passed their 1946-47 target of £520 million with three weeks 
to spare. This is certainly no moment to denigrat> the efforts 
of the National Savings Movement, but it really is questionable 
whether these shouts of triumph are good tactics psychologically. 
The National Savings Committee works to gross targets, without 
taking account of the rising level of encashments of Savings 
Certificates and Defence Bonds, and always contends that any 
emphasis upon “dis-saving” damps dow the enthusiasm of 
workers in the movement. If that is really so, it is time that 
serious efforts were made to bring home to all local organisers and 
canvassers the fact that an important part of the movement's 
functions now is to facilitate the stream of necessary encashments— 
for example, by those who are now restoring their homes—by 
encouraging additional savings by those whose domestic circum- 
stances are less pressing. From the point of view of combating 
inflation, a gross target is almost meaningless: it can make sense 
only if properly related to realistic forecasts of the amount of dis- 
saving. Naturally there is no means of knowing whether in the 
past year this has been ‘arger than the authorities forecast, but 
it has continued to rise steadily. 

SMALL SAVINGS, 1946-47 
(to March 8th) 
(£ million) 














Purchases Encashments Net 

and a Cash 
Deposits Withdrawals eReceipts 

Savings Certificates ......... a5Fs* H53K.. SPAT... 28.0 

Defence Bonds .............. Be AS <. 0600. BOF seus, 167.8 
Savings Banks............... CUR. hdc Se eke 102.1* 

1,049.6 751.7 297.9 

Less Defence Bonds 

redeemed on maturity 22.2 

275.7+ 


+This compares with “target” savings of £520.9 mullion, com- 
prising the sum of the items marked with an asterisk plus £59 million 
of interest accrued on savings deposits. Accrued interest on savings 
certificates during the period amounted to £53 million. 2 

Thus, although “target” savings produced £520.9 million 
(including £59 million of accrued interest) in the first 49 weeks 
of the financial year, the actual net cash receipts were only £275.7 
million, and even if all. accrued interest is included, the total is 
no more than £387 million. Moreover, it is questionable whether 
even the trend of gross savings can be regarded as a measure of 
the volume of savings in future. Sales of Savings Certificates and 
Bonds during the 49 weeks totalled £360 million compared with 
£401 million in 1945-46, but this performance is much less satis- 
factory than at first appears—first because £22 million of Defence 
‘Bonds have been repaid on maturity, and secondly because sales 
have been artificially stimulated both by Mr Dalton’s “last- 
chance” tactics and by the raising of the limits on individual 
holdings. Of the year’s sales of Defence Bonds, probably at 
least a quarter represented purely anticipatory purchases stimu- 
lated last spring by the imminent withdrawal of the 3 per cent 
issue. No doubt the effects of these big purchases at that time 
have been felt in correspondingly smaller purchases since, but 
this influence was certainly substantially offset by the attraction 
of “large” savings into the small] savings totals by the device 
of raising the limit on holdings. And since the Chancellor gave 
notice of the coming withdrawal of the current series of Savings 
Certificates, every effort has been made to ensure that as much 
money as possible is raked in before the turn of this financial 
year. Examination of the figures suggests that possibly {£25 
million has been secured in this way, which means that the volume 
of sales in the new financial year will be correspondingly less. 
Once again, however, the effect on actual sales will be obscured 
by tapping the resources of the large saver to whom, even after 
the substantial cut in interest, Savings Certificates will still be 


very attractive. 
. * x 


France’s Dollar Needs 


Ominous news about France’s utilisation of her dollar credits 
has been given this week in Paris by the American Ambassador, 
He pointed out that of the total of $1,920 million of credits 
arranged in the United States by France, as much as $1,200 
million had actually been disbursed by the end of October, 1946, 
and that orders placed after that date for.delivery in 1946 and 
1947 amounted to about $900 million. This suggests that France’s 
dcllar commitments exceed available dollar credits by, about $180 
_._ million. The tale is reinforced by the figures of French short- 
~ term assets“ in the United “States; ‘which: from-a-total of $490 
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million at the end of 1940 had declined to $275 million: by. 
September 30, 1946. The pressure on France’s dollar resoure, 
is further apparent in the extent to which the Bank of France 
has had to ship gold in recent months. The last such ati 


occurred last month in connection with the payment of France’s 
gold subscription to the International Monetary Fund. “The 
French gold quota calculated at one-tenth of the French gold and 
dollar reserve amounted to about $90 million. In order oe 
vide for this payment a law was enacted authorising the t 
of Fr. 12,000 million of gold from the Bank of France to the 
Exchange Stabilisation Fund. This Fr. 12,000 million would be 
equal to approximately $100 million, and the balance of $19 
million berween this figure and the amount needed for France's 
IMF subscription is at the disposal of the Exchange Stabilisation 
Fund to provide urgently needed dollars. This transfer of gold 
to the Stabilisation Fund is the last of a number of such 
tions, the effect of which has been to reduce the Bank of France's 
gold reserve to little more than one-quarter of the figure at which 
it stood at the outbreak of the war. The change can best be 
expressed in terms of volume since this avoids the complications 
of two intervening valuations of the French currency. In Sep- 
tember, 1939, the gold reserve at the Bank of France amounted 
to 2,408 tons. It had fallen to 1,778 tons by the liberation, and 
has since then been reduced to 628 tons or $718 million. 
The immediate balance of payments situation promises con- 
tinuing strain on that somewhat exiguous reserve. The current 
deficit for 1947 is estimated at Fr. 188 miiliard, or $1,600 million, 
of which exactly half is “in hand” as a result of sales of 
external assets and further drafts on the Lend-Lease Expon- 
Import Bank credits. Part of the estimated deficit for 1947 is, 
of course, a sterling deficit, which will be presumably by 
transfers of sterling securities to the British Government. _ It is 
evident, however, that the French gold reserve may have to take 
an almost obliterating strain this year unless the International 
Bank comes to the rescue with the $500 million ican for which 
France has been waiting so ‘ong. 


* * * 


Companies Bill and Disclosure 
The final committee stages of the Companies Bill in the House 


. of Lords last week produced a rather surprising concession, when 


the Lord Chancellor undertook to consider, before the Report 
stage, an amendment moved by Lord Swinton which would have 
the effect of adding shipping companies to banking, discount and 
assurance companies which, under the Bill, are specifically e- 
empted from the need to make full disclosure of hidden reserves. 
Lord Swinton argued thar the strategic importance of shipping 
gave it a special place in the national economy, and that the dis- 
closure of its full reserves would provide welcome information 
for its foreign competitors. The Lord Chancellor not only ad- 
mitted this case, but also suggested that it would not be wise 
to confine the exemption to shipping. This erosion of the prin- 
ciple of full disclosure is regrettable, for the grounds on which 
it has been conceded to shipping companies can hardly be denied 
to many other companies with establishments or business over- 
seas. @ concession admits a real danger tha; the principle of 
full disclosure for which the Cohen Committee so cogently argued 
may in the end be seriously diluted. 

_ An amendment moved by Lord Lucas of Chilworth sought to 
include the amount of a company’s trading turnover in its accounts. 
Lord Lucas, after a dig at British industrialists who in the past 
had told the public as little as they could; argued that the suspicion 
which was attracted by apparently high profits would be 

if it were related to the turnover from which the profit was secuted 
—and, he might have added, the real capital which was : 
to earn it. This is a matter on which the Cohen Committee 
decided, after consideration, to make no specific recommen 

and it was hardly to be expected that the Government 
accept a suggestion which, compared with most of the 
was somewhat controversial. But the Bill is in many resp 
based on widely accepted yood practice which not 
many years ago was in the pioneer stage ; sO, to-day, at least 4 
handful of companies give information. about turnover 
encountering any of the difficulties involved in special cases 
three-year contracts te build bridges, such as the Lord Ch 

put forward in rejecting the amendment. 


* * * 


Floating Debt Policy ton 
Mr Dalton, as last week’s Note in these columns 
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certainly. chose a fortunate date for his claim in the ¢com 
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Che Chartered Bank of India, Australia & China 


(INCORPORATED eee: ROYAL ROVAL CHARTER, 1853.) 
CAPITAL, STOCK, Authorised “and Issued £3,000,000 RESERVE FUND £3,000,000 


Head Office: 38, BISHOPSGATE, £.0.2. West End Branch ; 28, CHARLES II. STREET, HAYMARKET, 8.W.1. Manchester Branch: 52, MOSLEY STREET. 
inane eeeereneceenens 














BALANCE SHEET, sis See Dah 









Caprtat, Srock, AUTHORISED AND Issuep aks % oe Casn ix Haxp anv a? Barkers See =% 
(There is under the Charter a reserve liability of the Stockholders equal to the amount of Govexnwenr axp Ormea Sxovairits .. G ridsee Ga oe Taig : 3 
Stock — Honckone Government CERTIFICATES OF Inpaprepmuns FOR SURREXDEEAD Com axp : 
Renve re "3 “ ste red na ‘ bigs site ee tod os Meare ; : ’ Casn Loporp aGaiwer Nore Issuz «.. oad we 21,666,206 18 9 
i oetuutr teem ei 2. foe Bad aod Doubt ses BCuRITIES LODGED aGainsr Norse Issus ong = ast wn 913,549 8 0 ‘ tiedls 
Contingencies and Rachenge Adjustmenta se pes ant 6,035,701 15 10 fanananae Bank Lrp.—37,648 Ordinary, Shares of Re. 100 each, of which mee are 
Prag Sareares MF ted ise nat ae sate eae oon tee = : nat = and 22,963 are paid > to the extent of Re. 50 per i wt cost -. 747,705 410 
oe oo0. Aol or Excnanes, eign Treasury ihe Sed és bs 
os RS, including Undertakings to ‘scoop, ‘on Account of Customers. sss oes 9,961,511 18 5 | Apvances ro Costomers — Gum Accounrs ner: Pe py 8 ° 
LOANS PAYABL J oe ” sae pee ons ~~» 675,000 0 0 Liaumary oF Cusromers ror AccerraNnces, including Undertak to accept, ‘Contra 2.961311 18-5 
neue ee Loss Account| wee eee o00 eee oe coe nee on ~~ 704,518 5 4 — Premises asp Fursirure at rae Heap Orrick anp cect io we per ‘i eo ae 16 10 
GQ) There are contingént lHabilities on Bills wo tactancd, & £1,677,301 8a. 8d. (of yack ae See te ge re — ee _— Onnee, Beaxcuns 1,785,610 7 3 
£1,1:36,867 Sa, Lid. has run off at 10th March, 1947) and commitment in Te OEE ay seh eae oe 
Confirmed Credits, Guarantees and Forward Exchange Contracta. 
(2) Currency Assets and Liabijities have heen converted at the fol! rates :— 
Rupee Is. 6d., Straite Dollar 2s, 4d., Guilder 2s. 0d., Tical 6d., Indo China re &d., 
Hongkong Dollar 1s. 3d., Chinese Dollar 12,500 to &, Philippine Peso 2s. 64., 
Yen Is. 3d., and United States Dollar 5e. Od. 
W. R. COCKBURN, Chief Manager. £118,174,870 6 © Vv. A. GRANTHAM £118,174,870 6 0 
R. W. BUCKLEY, Manager. Se % MACNAGHTEN - Directors, Ae 
G. H. TANKARD, Chief Accountant, , 





ae ceuvaaiiaasang . L. MILNE 


REPORT OF THE AUDITORS TO THE. STOCKHOLDERS. 

We have examined the above Balance Sheet with the books at the Head Office in London and with the Returns from the Branches open at 3let December, 1946, certified by the Branch Managers. No Returns are 
available as to the Assets and Liabilities at 3let December, 1946, of certain Branches which had not then been after enemy occupation, and the figures ineluded in the Balance Sheet in respect of such Branches 
are those shown in the last Returns received, curreacy figures in such Retarne have been converted into Sterling at the rates stated on the Balance Sheet. Under existing circumstances, it has to recon 
eile all outstanding transactions between re-opened Branches previously occupied by the Enemy and the Head Office and other Branches. Subject to these observations, in our opinion 
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Gave spor cn Sp oxRN Coens nmreet Maw ae Sree tate of the Bank’s affairs according to the best of our information and the explanations gives to us and as shown by the books at tue Bais Gn Gol ex lee 
rete A). 
BRO 
DELOITTE LENDER, GRIFFITHS & Co, | Auditors. 
Lonpon, 2th Maren. 1947. Chartered Accountanvte. 
PROFIT ‘AND. LOSS ACCOUNT, NT, for the Year ended 31st December, 1946. 
naa anette: 
Interim Dividend at 90th June, 1946, less Income Tax at 9. in the £ = pi ie 57,760 0 © | Ralanée brought forward from 3ist December, 1945 _. ‘ ‘ 383.635 os 
Balance proposed to be dealt. with as follows :— Profits after providing for Bad and Doubtfol Debts, Taxation and Contingencies; ineinding f 
Dividend at 31st December, 1946, lese re = at Si in os pn £107,250 0 0 results between the date of the last certified returns received and Sist December, 1946, 
Officers’ Pension Fund See 000 6 6 ot Branches re-opened during 1946, so far as can at present be secertained, but eubiect 
Widows’ and Orphans’ Fund be aos pile om oes 10,000 8 06 to unascertained results of Branches not re-opened at. Jiet December, 1946 inate -» (878,682 12 ¢ 
Bank Premises A ond 100,000 0 0 
Curried forward to Profit and Loss New Account ... eee oo 287,268 5 4 
704,518 5 4 
W. R. COCKBURN, Chief Manager. * £762,968 8 4 V. A. GRANTHAM ; £762,208 6 4 
R. W. BUCKLEY, Manager. oe H. MACNAGHTEN © Directors, aS 
G. AH, TANKARD, Chief Accountant, < ; J. L. MILNE ss 
THE NATIONAL BANK OF (INDIA, LIMITED. 
Registered in London under the Companies Act of 1862 on the 23rd March, 1866. 
ESTABLISHED IN CALCUTTA, 29th SEPTEMBER, 1863. 
HEAD OFFICE - -, 26, BISHOPSGATE, LONDON, E.C.2. 
BALANCE SHEET, 31st | DECEMBER, 1946, 
The Rupee ror) and Liabilities have been converted at the rate of 1/6 per Rupee, 
“ LIABILITIES. £ .-. ASSETS. ¢ 2 
‘Capital: Authorised and ; : Cash on hand, at call, and at Bankers nie ose 86,295,183 4F (26 
Subscribed, 160,000 Shares of £25 each, Indiatiand Ceylon Government Rupee Securities 16,055,863 8 0 
£4,000,000. British Government Securities, Indian ca Gevereneah Guaranteed 
Paid up £12 10s, per share. aoe et «. 2,000,000 0 0 Debentures and other Securities (of which £500,000 War 
Reserve Fund .. - 2,200,000 0 0 Loan lodged with Bank of England as security for Govern- 
Current, Fixed Deposit apd other ceemenias including provision ; ment Accounts) .. 17,676, cs 611 
for Bad and Doubtful Debts and wee _ 62,598,997 16 5 House Property and Furniture at ‘cost, less = amounts written off . 7 
Bills Payable yA Ais i) --- 1,015,407 11. 5 Bills of Exchange, including To a 12 4 
Acceptances for Customers ‘ee mievors eee was ioe 199,636 1. 8 Discounts, Loans Receivable, and other sums due to the Banic 1 Pe 310 0 3 
Profit and Loss Account, as under a oee sae 566,608 19 1 _ Customers for Acceptances per Contra ... i 99,636. 1 8 
£68,580,650 8 7 ‘ame 8 7 
RS Sag 
Bills receivable, re-discounted £1,453,136 3s. 5d. of which up to 13th March, 
1947, £1,174,576 Is. 8d., have run ‘off. Forward contracts outstanding 
for the Purchase and Sale of Bills and Telegraphic Transfers, £20, 779,318, 
erreneies. ae te PROFIT AND LOSS ACCOUNT. 
Dr. For the Year ended 31st December, 1946, Cr. 
$ is 578, 478 19 ‘ 
To ad interim dividend at the cate of 16 per cent. ” annum By Balance at Sist December, 1945... ee saa aa 
of eats allan ets -ebe. 4 200,000. 0.0 Deduct— 
ance oot me hice aPeE. pes ope oss es 566,608 19 1 ’ Dividend at the rate of 14 per cent. per annum for the half- 


year ended 3ist December, am diel +» 140,000 0 0 
oer ois Sede vm a8 ain es tep 2 : 
Jontingencies Accou whe Fe ies 3 : 
: 300,000 0 0 


oe come 274,478 19° 6 





» Net: pros for an yea ended Sint deen 


"charging pe ys | to £ 174. 
oettea t for ig 9 and all Bad eee Debts ide 452,129 19 7 


£726,608 19 1 £726,608 19 1 


acca SONS 


















T. T. K. ALLAN, General Manager. J. K. MICHIE ) ei ihe 
G. W. HARKNESS, Accountant," ‘i ee os 
REPORT OF “AUDITORS TO THE MEMB ; . 
: iia : We ha Scbtntnbd All this tatitrensition née our goch 
Pa th re eet Le Sas menae ent as ve sMiarn according to 
te ar and Snr, goutaining-the particuasy 1 abown By the books of Ue ee 
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policy debate that Treasury revenue surpluses were already pro- 
ducing a deflation of bank deposits. In cach of the three weeks 
since the last clearing banks’ statement there has been a deficit 
on the ordinary Budget. The total for these weeks amounts to 
over £92 million in contrast with only £38 million in the similar 
period of last year, so that the prospective out-turn of the 1946-47 
accounts looks correspondingly less satisfactory than it did a few 
surpluses was marked by interesting changes in floating-debt 
has therefore already exhausted itself, but the phase of Tevenue 
surpluses was marked by interesting changes in floating-debt 
policy. Except in 1940, when the floating debt was still carrying 
the main burden of war financing, the heavy tax gatherings of 
the first eight to ten weeks of the calendar year have always pro- 
duced a contraction of the “tender” supply of Treasury bills. 
But this year, although the revenue surplus was unusually heavy, 
the supply of Treasury bills has actually expanded. Since end- 
1946, the outstanding total of tender bills has risen by £45 million 
to the new high level of £2,185 million, in contrast with a fall of 
£120 million in the similar period last year. 

The whole of the seasonal impact upon the active portion of 
the floating debt has thus been concentrated upon Treasury 
deposit receipts, which, except for the end-1945 last-minute rush 
for the 3 per cent Savings Bonds, have declined more rapidly than 
ever before. The contraction of the outstanding total since the 
turn of the year amounts to £242 million, compared with £75 
million in 1946. These changes seem to mark a further stage in 
the post-war policy of shifting the emphasis of floating-debt 
borrowings from TDRs to bills. The TDR issue still remains the 
normal fluctuating element in the debt, and in consequence the 
use of current revenue surpluses to reduce it is in conformity 
with past practice, but this is the first time that the authorities 
have reinforced the seasonal influence upon TDRs by actually 
increasing their borrowings on Treasury bills. At £1,435 million 
the TDR issue is now only some £65 million above the low point 
reached last June and is £750 million less than the outstanding 
issue of tender bills. When TDR borrowing was at its heaviest, 
che total often exgceded the bill issue by more than £500 million. 


x ® « 


Imperial Tobacco and the CIC 


Lerd Dulverton’s speech at the Imperial Tobacco meeting 
this week—his last as chairman of the company—revealed that the 
company’s application for permission to’raise new ordinary capital 
had been refused by the Capital Issues Committee. This refusal 
might indeed have been deduced from the reference in the report 
to the proposed imcrease in borrowing powers to £825 millioa, 
for this was evidently put forward as an interim policy “ pending 
a $atisfactory adjustment of the position ona permanent basis.” 
The group’s finaricial problem emerged quite clearly from the 
recent balance sheet. Last year the vahie of stocks increased by 
almost £21 million, largely owing to the resumption of the pre- 
war practice of paying for purchases when made, instead of defer- 
ring payment, as happened during the war years, until tobacco 
had been actually imported into this country. To finance this 
increase in the stocks, the company (which had already created {10 
million of 10-year notes) borrowed a further £10 million last year 
on acceptance credits, and its bank overdraft rose to £26.3 million. 
Im all, therefore, short-term liabilities now exceed £46 million, 
and are within £4 million of the issued share capital. 

The. directors have sought to rectify this unbalanced position by 
an ‘issue~of ordinary capital sufficient, doubtless, to wipe out the 
bank overdraft. This could easily have been done by a rights 
issue, within the limits allowed by the CIC’s policy. But the 


directors were not satisfied with this course, holding that the’ 


ordinary share issue should be made at such a price as would 
reduce the present rate of ordinary share dividend to a figure 
appreciably closer to the rate of earnings on the capital effectively 
employed in the business. In other words, they intended that 
although the issue price should be close to par, the element of true 
bonus involved would have been negligible, because cash amount 
of dividend would be only slightly increased and the rate pro- 
portionately reduced. Clearly the replacement of short-term 
funds by permanent capital would have contributed little or 
nothing to earning capacity, and a new share issue on the lines 
proposed would have merely linked the issued capital more closely 
with the company’s earning power, ... 

It is hardly surprising that the Capital Issues Committee has 
proved unresponsive to this line of argument, for it raises, not 
the question whether current share’ prices ate too high (on which 
a number of industrial concerns have held different views from 

the CIC in putting forward the terms of their “rights ” issues), 
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but whether directors of industrial companies are to be allowed y 
adjust their issued capital and dividend payments into closer accgp 
with ceal capital and real earnings. Imperial Tobacco might 
sought to make the capital adjustment through an increase in prio 
charge capital (which would have left the ordinary dividend almoge 
unaffected), but this would not have secured the directors’ aims, 
and would have added to the existing three classes of preference 
capital a new class of preferred ordinary shares. 

The fact is that their proposal is inadmissable, not because 
it lacks logic and financial reasonableness, but because it strikes 
at the political basis of the bonus ban—namely, that the 
ganda value of high nominal dividends is so high that any 
to reduce its effectiveness by adjusting issued capital to 
power must be resisted. The policy of the CIC is, of course, 
made in the Treasury, and although the Chancellor of the By. 
chequer submitted the question of bonus issues to the National 
Investment Council last autumn he has remained quite obduray 
to any change. In view of the present state of the gilt 
market it would be unrealistic to expeot any change—for the war. 
time policy of capital control was founded on fears of iti 
with the gilt-edged market, and these have not lessened during 
the last week or two. 


* * * 


Timber Prices and Supplies 


The Timber Control has agreed with the trade to raise the 
price of imported softwood by £8 10s. a standard as from April rst. 
The Control’s basic price at present for European flooring, to 
give one example, is £44 per standard, but conversion and other 
charges may bring. the final price to £80 or more. A levy of a 
similar amount is also imposed on all stocks in the hands of 
merchants at that date, when the new quota period opens, The 
increase in price, sharp though it is, has only limited significances 
owing to the desperate shortage of timber supplies and the curtail- 
ment of all forms of use. No doubt it can be justified on 
the ground that higher prices have to be paid to producers. 
The impgsition of a levy on existing stocks is an obvious method 
ot ensuring that all purchasers on and after April 1st pay the same 
price.and will. thus eliminate any differeniial prices and possible 
discrimination or leakage which might result from them. It will, 
however, present the Timber Control with a “windfall ”-amount- 
ing possibly to well over £1,000,000, which will help it to offset 
past deficits’ This seems to be a further step in the*Goverm- 
ment’s policy of, gradually raising prices of basic raw materials 
and reducing its trading losses. 

The dearth of timber presents a serious problem. Total stocks 
of softwood at the en@ of 1946 were just over 214,000 standards 
(the lowest on record), compared with 563,000 ‘standards af the 
end of 1945 and nearly 700,000 standards at the end of 1940. 
Peace-time stocks were generally considered to average about 
1,000,000 standards. Last year’s consumption naturally showed a 
sudden jump compared with previous ygars, owing ro the housing 
programme, but the drop of over 60 ger cent in stocks clearly 
shows that home production and imported supplies. lagged far 
behind requirements. Even with the lower allocation of 16 
standards of softwood per house, stocks at the end of last Decem- 
ber were only sufficient to build just over 130,000 houses, ae 
allowing a'single standard for other uses. The Ministry of Works 
are encouraging further cconomies in the usé of timber, but little 
further saving can be secured in the construction of traditional 
dwelling thouses—joists may be made slightly smaller, or theit 
cemtre-spacing increased, but these are only marginal reliefs. 
economy in timber can only be effected by a modification of 
tee housing designs or the introduction of permanent pf 

bricated houses. Since the suggested alternatives to timber 
mainly materials such as steel, base metals and plasterboard, whit 
themselves are already scarce, the scope for substitution is aes 
indeed. Most house-builders are not used to some of thes 
materials. Steel or concrete joists call for fillets of timber or some 
other means by which floor boards can be nailed down. , 
builders may need special hoists to lift steel roof joists into posi 
tion, and if the brickwork is slightly out of alignment, 
concrete are not so workable as timber, 


* 2 
It is doubtful if the housing ee ae can be achieved unles 
additional timber ies can be secured to build traditi 
houses. The United Kingdom last year negotiated a deal: wit 


the Soviet Union for 25,000 standards, but by the end 
year only 11,000 standards had arrived. " Pre-war shipments {rom 
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Russia averaged some 350,000 standards annually. The timber 
areas of Northern and Central Europe are now within the Russian 
orbit, whilst Scandinavian countries could increase their supplies 
only in exchange for coal and other commodities which British 


cannot at present provide. It is understood that Mr Bevin will * 


raise the question of timber supplies with the Russian authorities 
during his Moscow visit. Contracts have been made with Canada 
for 450,000 standards and it is to obtain some 200,000 
standards from the United States. will give an increase in 
supplies of over 250,000 standards compared with last year, but 
if consumption this year is at the same level as 1946 stocks next 
December will stand little higher than 100,000 standards. 


x * x 


Sweden’s Balance of Payments 


Sweden has taken drastic measures this week to arrest a grave 
deterioration in her balance of international payments. Following 
the recent prohibition of imports of inessentials such as toys and 
jewellery, a general ban on imports has now been put into opera- 
tion. This ban is subject to the issue of special exemption ‘orders 
which are being issued only for absolute éssentials such as 
skins, cotton, wool and oil products. The immediate reason for 
this drastic move is the substantial decline which has recently 
occurred in the Riksbank’s gold and foreign currency reserves. 
The gold holding declined from Kr. 1,734 million at the end of 
1945 to Kr. 1,371 million at the end of 1946, and.to Kr. 1,114 
million on March 4th last. The foreign exchange holding has 
fallen similarly from Kr. 930 million to Kr. 827 million and Kr. 
609 million respectively. 

Sweden’s balance of payments problem, indeed, bears 
many resemblances to that of Britain. There was a 
current trade deficit of some Kr. 800 million last year, but the 
hard currency deficit was considerably larger than this. The 
distortion in the Swedish balance of payments has undoubtedly 
been increased by fairly generous grants of credits to countries like 
Norway, Finland, Poland and Holland—credits which have un- 
doubtedly put.a considerable strain on the Swedish balance of pay- 
ments with Canada, the United States and some of the South 
American countries. Sweden thus provides an exact replica of 
the British problem of surpluses with soft currency and deficits 
with hard currency areas. The extent of that distortion is evident 
in the sharp decline of the gold and foreign currency (almost ex- 
dusively dollar) reserves. ‘The position has no doubt been 
aggravated by the decision taken by the authorities last July to 
tevalue the Swedish crown by 14 per. cent in terms of gold 
and dollars. Taking the long view and bearing in mind the 
current rise in dollar prices, this may well have been a wise move 
but in the short run it is proving decidedly expensive. 

Sweden is now faced with some of the domestic repercussions 
and implications of its exchange decision, namely a policy of high 
taxation, of conscious restriction of domestic consumption and 
stimulation of exports...While this policy is being worked out 
and a system of import licensing developed, the blanket prohibi- 
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tion On imports should serve to hold the position. One can but 
admire the vigour and ruthlessness with which the problem is 
being tackled, and wish thar similar. e could be i 
in other countries where the need for defensive measures of this 
kind are even more pressing than they are in Sweden. 


* * * 


Railwaymen’s Wage Demands 


The claim of the three railway unions for higher wages and 
shorter hours was considered at a joint meeting of the two sides 
of the railway industry this week, but no decision has been reached 
and the companies are still considering the matter. The unions 
are asking for an all-round increase of £1 a week, with a 40-hour 
week for operative grades and a 35-hour week for clerks and 
salaried employees. It seems out of the question that the com- 
panies will concede these demands, which would be in direct 
conflict. with the labour and wage policy of the “Economic 
Survey” and. would hardly be considered as a matter strictly 
between the men and the companies, in view of the vesting date 
on January Ist next year, The claim, will. almost-certainly have 
to be referred to the industry’s negotiating machinery. .- 

It is only fair to say that the men’s claim was formulated some 
time before the “ Economic Survey” was published. ‘They argue 
that railway workers are among the worst paid of any industrial 
workers—the lowest paid, a second grade porter, receives £4 73. 
a week in London and.£4 4s. in rural areas—and that railway 
wages have stood still since the end of the war, While other wage- 
earners have benefited by increased rates and shorter working 
weeks, With the withdrawal of the Essential Work Order many 
workers have been leaving the railways to seek higher-paid employ- 
ment. And the “profit” which the State is expected to earn from 
railway nationalisation—so widely advertised by. the Chancellor of 
the Exchequer—is an obvious incitement to increased . wage 
demands. 

Nevertheless, the wage increases asked for, which would:affect 
some 600,000 employees, would represent a burden in wage costs, 
which the railways, under private or public ownership, could not 
afford in their present condition, The increased costs would 
assuredly be passed on to the consumer by additions to existing 
fares and higher freight charges for goods. There may be a case 
for a revision of the wages to raise the standards of the lowest 
paid sections, but a blanket increase of £1 a week would involve 
a” penal increase in industrial costs, and would encourage other 
trade unions to follow suit. 


* x : * 


Courtaulds’ Accounting Date 


The directors of Courtaulds Limited. have declared a second 
interim dividend of 5 per cent actual for the year. 1946, maki 
with the first interim 7} per cent. This second interim “dividend 
is to be paid at some, date, after April 5, 1947, to be determined 

(Corkinued on page 434) 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in Records and Statistics. Notes on the following company reports also 
appear in the Supplement : Gallaher ; Radiation ; Internati onal Nickel; Rubber Plantations Investment Trust; and A. W. Gamage, 
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GOMPANY MEETINGS 


NATIONAL PROVIDENT 
INSTITUTION 


GOOD INTEREST YIELD 


The annual meeting of the National Pro- 
‘vident Institution for Mutual Life Assur- 
ance will be held at 48, Gracechurch Street, 
London, E.C., on Tuesday, the 25th instant. 


The following extracts are from the 
address which will be submitted by the 
chairman, Mr Vincent W. Yorke :— 


The distribution of profits relating to the 
previous six years, which we made carly in 
1946, gave great satisfaction to our mem- 
bers, and I am glad to say that we can con- 
tinue to allow interim bonuses to policies 
which become claims through death or 
maturity at the same excellent rates as we 
then declared. 


INCREASED NEW BUSINESS 


In 1946 life offices experienced a con- 
siderable revival of mew business. The 
figures we report to you are more than 
double those of 1945, and the amount of new 
sums assured, after deduction of re-assur- 
ances, exceeded £2,600,000. These figures 
contain a slightly higher proportion of 
family protection benefit than usual. This 
is a death benefit in the form of a series of 
annual capital payments, and we welcome 
this increase because we know what great 
protective benefit this type of policy con- 
fers on the families of young men. Even if 
this were omitted, the 1946 new business 
would still be a record in our history. 


The expense ratio for 1946 was 
£16 2s, 2d. per cent. (after deducting the 
special expenses in connection with the tri- 
ennial valuation), compared with the figure 


of £12 17s. 6d. cent. for 1945. The in- 
nn, ees directly attributable to 


additional new business about 


represents 
three-quarters of the total increase; the re- 


maining quarter is attributable partly to 
items of a non-recurring nature and partly 
to the general rise in costs, 


This year I again have the pleasure of 
reporting a favourable year in which 
mortality was lighter than we should have 
expected from the modern tables that we use. 
I am also glad that I can draw your atten- 
tion to a slight but welcome increase in the 
rate of interest earned on our funds. The 
gross rate increased from £4 19s. 8d. per 
cent. to £5 Os. 10d. per cent., and the net 
rate, after deduction of tax, from £3 12s. 3d. 
per cent. to £3 14s. 8d. per ceni. 


I should like to draw your attention to 
the main changes in the balance-sheet during 
the past year. Firstly there was a reduction 
in the amount of Mortgage and Loans due 
to repayments, and we have also reduced our 
holding of Dominion and Foreign Govern- 
ment ‘Securities. Against this, we have 
slightly increased our holding of Debentures, 
but this increase is likely to be of short 
duration in view of the Government’s plans 
for nationalising certain industries. 


Secondly, we had by the end of 1945 
built up a solid block of British Government 
Securities, a larger proportion of our assets 
than we had ever shown before, except for 
a short period after the first World War. In 
view of this large holding and-of the pros- 
pective replacement of ‘“Nationalisation 
Stocks” by British Government Securities, 
we have somewhat reduced our gilt-edged 
portfolios. On the other hand we have con- 
siderably increased our holding of preference 
shares, but the largest increase among our 
different classes of investment is in Ordinary 
stocks and shares, since as the experience of 
past history points to a steady fall in the 
value of money over the years ahead, to that 
limited extent; the premiums of our members 





income 
that is necessary to cover his family’s needs, 
But it is difficult for a man to. for a 
large enough capital sum to e 
necessary income on his death and in these 
circumstances he would be wise to add 
cover of the “Family Protection” type to 
such life policies as he could afford, ially 
as this is one of the cheapest forms of life 
assurance. ah 


NEW PENSION INSURANCE __. 


We have pepe A a pew , poticy ies jich 
will appeal particularly to professi ; 
and to those who have to provide helt oa 
pension—the “ New Pension Insurance.” This 

rovides a series of capital sums half-yearly 
for 15 years after the sclected age ot retiremele 
and under present regulations these capital 
sums are not taxable, and they continue for 
15 years, whether the lives. 30 
long or not, Provision is also made for an 
ordinary life annuity to start after tha pe 
if he is still alive. This new poli 
already proved to be popular, and we expect 
a large demand for it. I 

During the latter half of 1946 we have had 
our full branch staff working for us after the 
return of those who have been in the Ser 
vices, and I am sure that members and agents 
appreciate the fuller services we are again 

to offer them. disk 





(Continued from page 433) 
by the date of the Budget speech and by the ensuing period 


quarter, when many companies with accounting dates to S¢ 
tember 3oth issue their reports. The Courtaulds’ change, if wi 


thereafter required for the preparation of dividend warrants. 
The directors have, however, decided to the accounting 
period of the company from December 31st to March 31st, and 
the forthcoming report and accounts will therefore cover a 
1§ months’ period to March 31, 1947. The question of a small 
final dividend, if any, on the ordinary stock to supplement the 
two interim dividends will be considered in June when the 
accounts have been completed. 


The company ‘has decided to make this change in accounting 
dates because of the difficulty of assessing y the income 
tax liability on trading profits for che calendar year—a liability 
which accrues in the following fiscal year commencing on April 6th. 
But it has been the company’s practice in the past to issue the 
report and accounts within the first three months of the succeeding 
calendar year, and consequently the provision for income tax on 
trading profits has had to be estimated, without any precise know- 
ledge of the rate of tax which they will attract. In pre-war years, 
when the standard rate of income tax was lower, and during the 
war years, when EPT was in force, this margin of potential error 
was not of major importance ; in present circumstances, however, 
the directors feel that they should wait for full knowledge of the 
company’s tax liability. The incidental delays, so far as 
the stockholders are concerned, will be limited to a mere month 
and some administrative advantages will accrue from synchronising 
the accounting iod with the fiscal year, particularly in con- 
nection with PAYE. 

By their decision, the directors of Courtaulds may set something 
of a precedent for other companies whose accounting year now 
ends on December 31st—though it will be noted that the tax prob- 
lem which Courtaulds seek to avoid would not arise in quite the 
same form for other concerns which have been less expeditious than 
Courtaulds in preparing their final acgounts. Within broad limits, 
there is a good deal to be said for spreading the publication of 
company reports more evenly through the year ; at present they 
tend to be concentrated largely in the second quarter of the calendar 
year (mainly with accounting dates to the end of the preceding 
calendar year), and there is another secondary peak in the fourth 
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by the Combined Tin Committee has been announced 


followed by British companies, might produce the odd result of 
accentuating the publishing peak ; if so, it would render more 
difficult the task of investors and their advisers of dealing 
adequately with company reports. 


Shorter Notes 
The second allocation of tin metal for the first half of 1947 made 


by 
Ministry of Supply. Demands for allocations for the first: 
months of this year totalled almost 60,000 tons, against new Sup 
plies available for allocation from all sources of no more that 
17,700 tons. As the first allocation totalled 10,915 tons, there 
remains only 6,785 tons for the second. ._The Committee will 
review the supply position again in May when the final allocation 
for the January-June 1947 period will be recommended. It i 
hoped that a further quantity of tin metal: will be available from 


the remaining 4,000 tons of Japanese stocks. The deterioration — 


in supplies results from retarded production in Malaya 
Netherland East Indies due, among other things, to 
general 


& 


shortage, exchange difficulties with Siam and 
and transport difficulties in China. Belgian tin output, 
is increasing. 
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Ib. higher than last 's purchases. In 

the purchaser has to pay the export duty of 7d. per Ib. 7 
the extent to which the export duty 08 

tea should be passed on to the consumer. Free auctions for 

now operating in Colombo are handling the whole of 

exportable surplus. The Mincing Lane tea auctions have 
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allowed to reopen ; before the war they sold nearly half of Ceyloa’s 
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COUNTY OF LONDON ELECTRIC ' SUPPLY 
COMPANY, LIMITED 


THE NATIONALISATION PROPOSALS 
SIR ROBERT RENWICK’S SPEECH 


The fifty-third ordinary general meeting 
of the Camis of London. Electric Supply 
Company, Limited, was held on the 18th 
instant in , 

Sir Robert Renwick, Bt, K.B.E., the 
chairman, in the course of his speech, said: 
So far as the balance sheet is concerned I 
propose to be extremely brief, since if the 
Electricity Bill goes through, all your assets, 
which you will see from the accounts total 
no less than £45,211,000, will, I regret to say, 
be taken over by the proposed Central 
Authority. 

Turning to the revenue account, our total 
receipts on the credit side come to £8,732,000, 
compared with £8,308,000 last year; receipts 
from sale of current are up about 4 per cent. 
at £8,063,000. 3 

Under the new Electricity Bill the directors 
are precluded from recommending to the 
stockholders a dividend in excess of that paid 
last year. I must say that while your board 
were of the opinion that 1946 might prove 
a difficult period for us, a strong reason we 
had for not restoring the 1945 dividend to its 

re-war rate was that the Chancellor of the 
Gachequer had publicly asked all companies 
throughout the country, during the period of 
transition from war to peace, not to dissipate 
resources by the payment of much increased 
dividends. The Government in fact ask us 
not to increase dividends substantially and 
when we, as patriotic citizens, carry out their 
request they buy our shares on the lower 
valuation that the shares in consequence com- 
mand. If this is not a case of “ rigging the 
market” I do not know what is. 


UNFAIR COMPENSATION 


I consider that the basis of compensation 
—namely Stock Exchange prices—is grossly 
unfair. On the basis of these prices compen- 
sation will total £37,239,726, In this com- 
pany alone we have stockholders, including 
debenture holders, numbering over 40,000. 
Assuming the new stock yields 2} per cent., 
which is about the best that can be 
for, our stockholders will receive an imcome 
of just under £931,000 with their 
present income of £1,418,626. This repre- 
sents a drop of over 34 per cent. I say that 
the Government are doing them an out- 
rageous injustice, and the reason given by 
the Minister is in effect that to do justice 
would take too long. 2 

During the year we have made reductions 
in our lighting fiat rates in rural areas 

ut the group, involving reductions 
up to 22 per cent. in the accounts of the 
consumers affected. 


LOAD SHEDDING 


Having dealt with the services that we 
have rendered to consumers, you will expect 
me to say something on the fact that since 

war consumers who have in the past 
telied implicitly on our service now find 
that their trust in the industry has apparently 
been misplaced, I want to say as emphati- 
Se wt can that neither the companies 
nor municipal undertakings ate in any 
Way responsible for the shedding of load or 

recent emergency restrictions. 
UNFAIR CRITICISM 

I consider it most unfair of the Minister 
of Fuel and Power to attempt in the House 
of Cor s to attribute the emerge 
restrictions to bad estimating by the Central 
Electricity Board. The Central. Electricity 
Board’s estimates had to be stepped up 
apy at a late stage because the istry 


consistently to live up to their 


promised deliveries of coal. The crisis arose 
because coal deliveries due before the cold 
spell were short of allocated quantities, and 
not because of any substantial error in 
estimating requirements. 

I also ask myself how much this blunder 
has cost the country. . Though it is too early 
to estumate the cost really closely in terms 

money, particularly since the dislocation 
will be felt in industry for many months, I 
shall be surprised if the. figure is lower 
than £110 millions. 

The Prime Minister has stated that the 
Coal saved by the power stations during the 
three weeks of major restrictions amounted 
to 550,000 tons—so that one could say that 
this coal has cost the country at least £200 
per ton. Why was not coal bought from 
the U.S.A. some eighteen months ago, even 
at £5 a ton? In reply to a question in the 
House the Chancellor of the Exchequer has 
Promised to provide information on this sub- 
ject in 1948. The Government is quick 
enough to make its calculations when it 
decides to expropriate the property of sec- 
tions of the community. Why not the same 
speed when it slashes the national income as 
a whole? 


EFFECT OF PLANT SHORTAGE 


With regard to load shedding due to short- 
age of generating plant, far and away the 
biggest contributory factor is the entirely 
inadequate rate at which new plant has been 
and is being brought into commission since 
the war ended, owing to lack of Government 
priority. By the end of this year, by which 
time the war will have been over 24 years, 
the country will be hicky if the additions to 
generating capacity since the war total 
350,000 kilowatts. In 1948 we may, if we 
ate lucky, get an additional 615,000 kilo- 
watts. 

Yet at this moment we are short of some 
2,000,000 kilowatts. Compare our present 
progress with that achieved in one of the 
blackest years this country has ever faced— 
the year 1941. In 1941, when some panic 
festrictions on new generating plant might 
have been excusable, the additional capacity 
installed was 700,000 kilowatts, and in 1942 
we got another 700,000 kilowatts. 


CONSUMER UNPROTECTED 


Too much power is reserved by the Central 
Authority, and through the Central Authority 
by the Minister ; these vast area boards will, 
if the Bill goes through as at present drafted, 
possess less authority than the managements 
of. small undertakings. at the present time. 
It. is with very great concern, therefore, that 
I find in the Bull so little protection for the 
consumer, whose interests in the future will 
be in the hands of nominees of the Minister 

ime being. 

boards to be formed are to secure 
the best methods of generation 
ission, the cheapening of supplies 
as is practicable—the avoid- 
e preference and the simplifica- 
tandardisation of charges and 

one of these objectives, if 
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the to-day. 

Your board will continue to oppose the 
Bill, since they regard it as confiscatory, ill- 
timed, ill-considered, vain, vexatious and 
bigoted, and most unlikely to assist in the 
realisation of greater prosperity and happiness 
for this country, which men of all political 
beliefs should determine to put first. 

The report was adopted. 


435 
BRITISH ASSETS TRUST, 
LIMITED 
Mr W. H. FRASER’S REVIEW 


The forty-ninth annual general meeting of 
British Assets Trust, Limited, was held in 
Edinburgh on Thursday, the 20th instant. 

Mr W. H. Fraser, the chairman, was un- 
fortunately unable to be present owing to 
illness, and Mr H. G. Sharp presided. 

The following is the Chairman’s statemenf\ 
which had been circulared with the report 
and was taken as read :— 


INCOME AND DIVIDENDS 


Our income for the past year (excluding 
arrears, special bonuses and underwriting 
profits, the net amount of which as in the 
past has been applied in strengthening the 
resources of the company) after allowing for 
interest On temporary loans and Dominion 
and foreign taxation but before deducting 
British taxes, amounted to £419,369, against 
the previous year’s figure of £385,712. After 
ing for taxation, management expenses, 
interest and Preference stock dividends, the 
amount available for Ordinary stockholders 
was £92,101, equal to 35.74 per cent. gross 
on the Ordinary stock, compared with 
£72,421 or 30.9 per cent, a year ago. Stock- 
holders received a reduced dividend for many 
years, but in view of the ‘steps taken to 
Strengthen the company over a considerable 
period of years the Directors feel that the 
Ordinary stockholders are now entitled to 
expect a dividend bearing a closer relation 
to the available revenue. They have, there- 
fore, resolved to recommend that the divi- 
caaekt ate paid last year be now 
increased to 25 per cent., on account of which 
7% per cent. has already been paid. While 
the directors regard the results of the past 
year as Satisfactory, stockholders must recog- 
nise that the return on our highly-geared 
Ordinary’ stock must to some extent fluctuate 
in relation to revenue. Present estimates, 
however, lead us to expect that income will 
be maintained during the current year, but 
in these unsettled times I hesitate to hazard 
a guess beyond that period. 

The market value of our investments at 
the close of the year showed an excess over 
book values of 60.90 per cent., compared 
with 36,39 per cent. a year ago. Too much 
importance should not, however, be attached 
to valuation figures at any given date, par- 
ticularly at a time when inflationary in- 
fluences are in evidence. By way of illus- 
tration it may be recorded that in 1931 our 
total gross income was £444,780 earned on 
investments worth £6,043,000, which com- 
pares with the record figure of £448,144 
earned on £11,020,000 this last year. 

Reference has already been made in the 
Press to the directors’ intention to redeem 
the company’s 4 per cent. Debenture stock 
which it is not meantime intended to replace. 

SECOND BRITISH ASSETS TRUST 

I would also refer to the directors’ decision 

to dispose of the company’s holding - of 


purpose was being served by the retention of 
this large investment. The offer of these 
shares to = nee yee 
price quoted on the Exchange on 
January, 1947, but ex dividend in the propor- 
tion of one share for every six 5s, 

Stock Units of this company, was made on 
14th February last, and the offer has been 
largely accepted. In the interval Second 
British Assets Trust, Ltd. has converted 
these shares into stock transferable in Units 
of 


L : 
U.S.A. tax position, to which I 
referred last year, has been in part clarified 
by the recent Tax Convention, which will 
relieve us from 1945 onwards of liability to 
double Income Tax, but our U.S.A. tax 
liability for the years 1942-44 is still not 
d ; 


The report and accounts were unani- 
mously adopted. 
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NORTHMET POWER COMPANY 


INADEQUATE COMPENSATION PROPOSALS 
LORD ASHFIELD’S SPEECH 


Ac the annual general meeting of the 
Northmet Power Company, held, in London, 
on Tuesday, the 18th instant, Mr. K. A. 
Scort-Moncrieff, M.I.E.E., who presided, 
said: — 

You will be disappointed to learn that our 
chairman is unwell and is therefore unable 
to preside at this meeting. In Lord Ash- 
field’s absence I have been requested to take 
the chair this morning. I will ask the secre- 
tary to read the speech Lord Ashfield has 
prepared, 

The secretary, Mr. Evelyn Boys, read Lord 
Ashfield’s speech, of which the following 
are extracts:— : 

It is now some seventeen years since I 
first had the pleasure of addressing you at 
these annual meetings as your chairman, 
and to-day may be the last formal meeting of 
the company, as the Electricity Bill intro- 
duced by the Government has passed its 
second reading and is now before a Standing 
Committee of the House of Commons. Under 
the provisions of this Bill the assets of your 
company and its subsidiary will, if the Bill 
becomes an Act, be transferred to a central 
authority or one of the area boards it 18 pro- 
posed to set up. «sa 

At our annual general meeting in 1930 I 
reminded you that certain parts of your 
undertaking were operated under electric 
lighting orders and under certain conditions 
were liable to purchase by the local authori- 
ties concetned, and pointed out that I could 
not prophesy whether these rights would be 
exercised at the appropriate time, I then 
went on to say: “But of this I am firmly 
convinced: that your company can provide 
a service at least as cheap and efficient as 
that of any authority.” At that time I was 
referring to local authorities and to the situa- 
tion as it then was, The present situation 
differs in that it is proposed that the com- 
pany’s undertaking is to be acquired by 4 
national authority, but whether the authority 
is local or national I can see no feason 
why the statement I made to you in 1930 
is not equally true to-day. Certainly nothing 
has happened in the interval to lead me to 
modify my views. 

In 1919 the area of supply covered 326 
square miles; it now extends to 671 square 
miles. The total consumers now n 
350,000, as against 22,000 in 1919. The out- 
put to meet the demands of our consumers 
has grown from 53 million units in 1919 to 
roundly 1,220 million units in 1946, whilst 
the total capital expenditure to meet these 
demands has grown from something over 
one million to more than ghirteen million 
pounds, and if you include the Station Com- 
pany the total capital expenditure is over 
nineteen million pounds. Finally, let me 
add that we now have a staff of well over 
4,000, compared with 700 in 1919. These 
figures cannot but show that we have, by our 
enterprise over the years, made within our 
afea a comsistent contribution to productivity, 
comfort and safety. 


BENEFITS FOR CONSUMERS 


We have never deviated from the sound 
Policy to which I have referred in past years 
—the maintenance of the undertaking at the 
highest possible level of efficiency and the 
supply of electricity at the lowest Ae 
cost to the consumer. Indeed, jency 


must be reflected in the cost of supply to the 


consumer. ‘The average price per unit sold 
in 1919 was 1.463d.; to-day it is [.108d. In 
other words, the price has fallen from n 
i}d. to just over Id. a unit, a decrease 
over 24 per cent. When you consider the 
increase in the cost of plant and equipment 
and also labour and materials, especially coal, 
that has taken place over this period, you can 


readily see that a ceaseless and sxecessful ~ 


search for efficiency is always maintained. 


The Government by the Bill to which I 
have already referred seek to co-ordinate 
under public ownership the electricity supply 
industry in Great Britain, and to that end 
the Bill provides for the establishment of a 
Central Authority and fourteen Area Boards 
who, generally speaking, will respectively 
generate and distribute electricity. 


STOCKHOLDERS’ LOSS OF INCOME 


Under the compensation provisions in the 
Bill it is proposed that holders of existing 
securities are to receive an amount of British 
Electricity Stock, the principal and interest 
being guaranteed by the Treasury, of a 
value equal to the value of the existing 
holdings on the basis of the average of 
the mean of the Stock Exchange quotations 
during the first week of November, 1946, or 
if the resulting figure would be higher, on 
what amounts to the average of the mean 
mid-monthly quotations between February 
and July, 1945. The value of the new stock 
to be issued will be based on what, in the 
opinion of the Treasury, is the then market 
value of Government securities. Neither the 
rate of interest on the new stock nor the 
terms of its issue have, as yet, been fixed, 
but a very substantial decrease of the annual 
income will be suffered by all classes 
of the company’s stockholders under these 
proposed terms of compensation and on cer- 
tain assumptions made by the Chancellor 
of the Exchequer. On this question of com- 
pensation I can, of course, speak only for 
our own company. 

I am confident that after making due and 
proper allowance for all adverse factors, it 
must on any impartial view be conceded 
that the financial position of the under- 
taking demands more equitable treatment 
than that afforded by the compensation pro- 
visions of the Electricity Bill. 

You will see from the net revenue account 
that there is a balance from working of some 
eee compared with approximately 

$23,000 for the previous year. 


RECORD SALE OF ELECTRICITY 


Whilst there has been a record sale of 
electricity and consequently an increase in 
the revenue of the company amounting to 
roundly £616,000, this increase has been 
more than offset by the increase in operating 


expenses. 

To the balance from working should be 
added the interest and dividends received 
during the _ year, amounting to just over 
£112,000, giving a total of nearly £808,000 
to meet the payment of mortgage, debenture 
stock and other interest, and the provisions 
for redemption funds and depreciation. 


DIVIDEND PROPOSALS 


After charging these items, we are left 
with 4 balance of some £279,000, and with 
the balance from 1945 there is an amount 
of approximately £359,000 available for 
appropriation. Your directors recommend 
the payment of the dividends, less tax, on 
the 6 per cent. and 4 per cent. cumulative 
Preference stocks, which requires nearly 
£76,000, and a dividend of 9 per cent., less 
tax, on the ordinary stock, of which 3 per 
cent. has already been paid. The total 
amount required to meet these dividends is 
just over £234,000, megs balance of 
eeaneny £125,000 to catried for- 


I am sure you will agree with me that your 
company has been fortunate in being served 
Cr an Senet 096 Donel oe. 

necessary resolutions were unani- 
mously adopted and the meeting terminated 
with a vote of thanks to Mr. K. A. Scott- 
Moncrieff, the chairman of the meeting, and 
to Lord Ashfield, the chairman of the com- 
pany. 
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SATISFACTORY RESULTS 


The thirty-seventh annual general i 
of the Eastern Bank, Limited, will be 
on the 26th instant, at the office of the bank, 
2 and 3, Crosby Square, London, E.C, 

The following is an extract from the state. 
ment by the chairman (Sir James Lei 
Wood, K.B.E., C.B., C.M.G.), circulated with 
the report snd accounts for the year ended 
December 31, 1946:— was 

The results shown will, I hope, be con.) 
sidered satisfactory poring regard to the 
many difficult problems of trade and com. 
merce throughout the world from which the’ 
territories in which we specially operate have 
not been immune. ‘ 


a, 


INCREASED PROFIT AND DIVIDEND — 


After provision for contingencies, the net 
profit of £110,916 is some £8,000 greater 
than last year and will permit us to pay a 
slightly increased dividend at the rate of 
3} per cent., making 6 per cent. for the 
and to carry forward £70,834. We have 
further strengthened the published reserve 
fund by appropriating £50,000 from the 
profits of the year, thus bringing the fund to 
£850,000. 

We are glad to report substantial recoveries 
in Singapore of assets previously written off, 
but these have not been brought into profit 
as the amount required to meet British taxa- 
tion has not yet been determined. 

There are no striking changes in the 
balance-sheet as the relative figures for 1945 
are much the same, with the exception of an 
increase of £732,003 in advances and 
£115,787 in acceptances for customers. In 
aggregate, cash, bills receivable and Govern- 
ment securities are virtually the same as last 
year. 
We have entered into a contract for the 
sale of our remaining interest in a freehold 
property in Calcutta upon satisfactory terms 
which, upon completion, will clear the 
balance-sheet of that item shown as £29,925. 

Since the end of the year the situation in 
India has deteriorated and the Stock Ex- 
changes in Calcutta, Bombay and Madras 
are closed in protest against the provisions 
of the new Finance Bill, which cr impose 
a further tax of 25 per cent. on business 
profits of individual traders and companies in 
excess of Rs. 1 lac, as well as a new tax on 
capital gains. This comes at a time when 
the share markets have experienced a heavy 
setback to adjust the speculative position 
built up during the past year. 


DEVELOPMENT OF IRAQ 


The Iraq Government has further ad- 
vanced comprehensive plans for the or 
ment of the country and contracts have 
entered into calling for large capital outlays 
to be provided by internal public loans. 1 
am pleased to say that British contractom 
will be largely concerned in this programme 
of construction, which is justified by the 
financial position of the Government and 
will, when completed, add to the public 
revenues. Business in Iraq continues to ran 
on an even keel, and cultivators and mer 
chants are doing well. - 

_It is difficult to give a clear report om 
Singapore. There is great activity, and profits 
are correspondingly good. Superficially thete 
is general prosperity among merchants 
traders, who are, however, confronted wit 
very heavily increased charges for adminis~ 
tration. Fresh firms are i ; 
and Dutch—and the Chinese, who ate bom 
traders, are steadily increasing their influence. 
But Singapore has been infected g 
general. malady throughout the : 
strikes under Communist influences are of 
constant recurrence, accompanied by lawlest, 
ness in many directions, . — 

In common with all banking ins 


at home and abroad, our charges have grealy 


increased, and the trend may continue @ 


a measure of equilibrium has been reachee ~ 
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THE IMPERIAL TOBACCO COMPANY: (OF 
GREAT BRITAIN: AND’ TRELAND), LIMITED 


SATISFACTORY ‘RESULTS 
LORD DULVERTON’S REVIEW 


The forty-fifth annual general meeting of 
The Imperial Tobacco Company (of Great 
Britain and Ireland), Limited; was held in 
Bristol on the 18th instant. Lord Dulverton 
presided. The following is an extract from 
his speech. 

The form of our accounts follows the 
general principles of the Cohen Committee 
report, and this year we have for the first 
time issued consolidated accounts, 


WORKING CAPITAL 


The first and most important item in the 
accounts is the very substantial disparity 
between working capital and issued capital, 
resulting from the expansion of the com- 
pany’s trade, the enormous increase in the 
tobacco duty from 9s. 6d. to 35s. 6d. per 
Ib., and the general rise in costs, particularly 
leaf costs, 

After weighing up all the factors, your 
directors came to the conclusion that there 
were no valid grounds for anticipating any 
appreciable reduction in the working capital 
needed by the company in the foreseeable 
future, and that therefore the company’s 

ermanent capital should be increased. They 
urther felt that this should be done by 
increasing the issued ordinary capital rather 
than by creating a prior charge or issuing 
further preference capital. Last autumn, 
therefore, we applied to the capital issues 
committee for authority to raise a substan- 
tial amount of new capital by an issue of 
ofdinary shares in such a way as to bring 
our rate of dividend into appreciably closer 
relation to the rate of earnings on capital 
employed in the business. Our proposal 
was designed to meet our pressing need for 
increased issued capital, without any element 
of capital bonus. Up to now the capital 
issues authorities have not seen their way 
to approve our application, but we have 
not given up hope. As soon as it is prac- 
ticable to put your company’s capital struc- 
ture on a more satisfactory basis we shall 
advise you of our proposals. Meanwhile 
we propose, aS a precautionary measure, 
that the directors’ borrowing powers be 
increased. 


TRADING PROFIT 


Our trading profit for the year marked a 
recovery to the 1944 level and showed a 
substantial improvement over 1945, but, com- 
pared with 1944, the 1946 result represents 
a slightly lower rate of profit on an increased 
turnover. Our net earnings, after providing 
for taxation, do not on the average exceed 
id. for ten cigarettes and 4d. per ounce of 
Pipe tobacco 


FUTURE DIVIDENDS ON ORDINARY STOCK 
TO BE SUBJECT TO TAX 

The directors propose that in future divi- 

s on the ordinary stock should be 

declared subject to tax, so that the rate of 


dividend will not be affected by changes in 
the income tax rate. 


FACTORIES AND PLANT 


Partly to cope with the present expansion 
our business and partly to replace factory 
space no longer suitable for modern manu- 
turing processes,we aim to build three new 
tories within the next two or three years. 
Two will be for our W.D. & H.O. Wills 
at Newcastle-on-Tyne and at Glas- 
a The third will be for our John Player 
Sons branch at Larkhall, near Glasgow. 
Each factory will be laid out according to best 
Nn standards. 4 

to. plant, we. .are. renewing an 
Modernising as fast as we. can, We also 


have in hand considerable research on im- 
provements in factory processes, layout, etc., 
in addition to fundamental research into the 
character and properties of the raw materials 
we handle. 

* By these means we hope to keep your 
company’s factories and processes in the 
forefront of modern development, and to 
make an effective contribution towards the 
national need for greater production per 
man-hours. 


GIFT TO STAFF AND WORKPEOPLE 


I am sure that once again stockholders will 
welcome the board’s decision to make a gift 
to the staff and workpeople of 16 per cent. 
their normal salary or wage. 


PERSONNEL 


Human relations vitally affect the spirit 
that animates a business; and it can, I think, 
be fairly claimed that from the earliest days 
of the company your directors have never 
lost sight of this simple fact. 

If this country is to win the hard battle of 
production that lies ahead, it will only do 
so by the maximum effort of all engaged in 
industry, whatever their function, and by the 
maximum co-operation between management 
and labour. We are doing all we can to 
promote that co-operation within the com- 
pany. 


THE FUEL SITUATION 


During the fuel crisis, by the use of our 
oil-fired stand-by plant, we maintained full 
production at each of our main factories 
and full supplies to our customers, a result 
of which. we can be justifiably proud, and 
one which reflects great credit on all con- 
cerned. 


FUTURE PROSPECTS 


The prospects of the company’s business 
depend on our ability to purchase adequate 
supplies of leaf tobacco. Our two main 
sources of supply are the U.S.A, and the 
Empire. Our company were pioneers in the 
development and use of Empire tobacco, and 
our policy is to buy all the Empire tobacco 
we can, But the rate of expansion in Empire 
tobacco production is necessarily limited, and 
for some considerable time ahead the greater 
part of the country’s needs of tobacco can 
only be met by purchases from America. 

here has been some serious misunder- 
standing of the figures of dollar purchases 
devoted to tobacco. The United Kingdom 
yearly purchases of American tobacco do not 
account for more than 12} per cent. of the 
country’s current annual dollar purchases, 
and this figure includes requirements for 
manufactured exports, so that the proportion 
to cover domestic needs is even less. 

Tobacco is an important consideration in 
the relations between this country and the 
U.S.A,, forming, as it does, a considerable 
part of U.S. agriculture. 

The U.K. Government’s revenue from 
tobacco duty is £400-450 million a yom, or 
the equivalent of about 3s. 6d. in the £ in 
income 1ax. Tobacco is a comfort and a 
solace, and it has a beneficiai effect on morale. 

I have tried to a aside any natural bias 
in favour of the tobacco industry and to look 
at the question f the standpoint of 
national interest. It seems to me that the 
country stands to gain rather than to lose 
by a maintenance of reasonably —— 
supplies of and I can only hope 
that means may be found of ensuring this. 

The report and accounts were adopted. 
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LEWIS’S. LIMITED 
“INCREASED TURNOVER 


The thirty-eighth annual ordinary general 
meeting of Lewis’s, Limited, was held on 
the 18th instant at the company’s store, Ren- 
shaw Street, Liverpool. 

The Rt. Hon. Lord Woolton, P.C., C.H., 
D.L., LL.D. (chairman and senior managing 
director), in the course of his speech, said: 

You will find the accounts informative and 
clearly set out. They are again accompanied 
by a consolidated balance-sheet and income 
statement of the parent company and. its 
three subsidiaries—Bon Marché (Liverpoel), 
Limited, Lewis’s (Midland), Limited; and 
S. Reece and Sons, Limited. Owing to the 
entirely different nature of its business it was 
neither possible nor advisable to consolidate 
the results of Lewis’s Bank with. those. of 
the other companies. In the profit and loss 
account the different’ sources of the com- 
pany’s revenue have, for the first time, been 
shown separately, and you will note that 
before debenture interest, depreciation and 
taxation, the aggregate profit of £1,822,179 


shows an increase of £279,694 over the pre- 
vious. year. 


SUBSTANTIALLY BIGGER TURNOVER 


Of the total increase, £236,086 is 
accounted for by increased trading profits, 
and £39,554 by increased dividends from 
subsidiary companies. This result reflects 
the substantial increase in turnover largely 
brought about by the improved flow of con- 
sumer goods. This increase miore than 
counterbalanced (a) a fall in the percemtage 
rate of gross profit resulting from the reduc- 
tion in’ permitted margins which operated 
throughout most of the year, and (b) a steep 
rise in the expenses of operation. The latter 
was mainly due to higher wage costs, but 
we were also able, during the year, to restore 
some of the services that have perforce been 
in abeyance during the war and which help 
to make the lot of the harassed housewife a 
little less burdensome. 


From this total we have to deduct no less 
than £1,245,793 for debenture interest, de- 
preciation and taxation. Our taxation pro- 
vision is. higher than last year because this 
year we have assessed our Schedule D 
income tax provision on the basis of the cur- 
rent year’s profits, which are larger than Jast 
year. This leaves us with a net profit of 

576,386, which jis £102,985 higher than 

st year, 


SURPLUSES EXCEED £2,400,000 


You will see from the appropriations made 
by the directors. that we have continued our 
established practice of making ample provi- 
sion for reserves, and the consolidated 
balance-sheet now. discloses that our. sur- 

luses under various headings are £2,418,993. 

ith regard to dividends, you will see that 
we have shown them net—that is, after the 
deduction of tax—and I need not tell you 
that this makes a significant difference to the 
amount of the net profit we declare on the 
other side of the account. Finally, after all 
these appropriations have been made, our 
carry-forward to next year’s accounts of 
£78,053 is slightly higher than last year. 

If you will turn to. the balance-sheet. of the 
parent company, you will notice that our 
total current liabilities of £2,435,687 are 
some £325,000 higher than last year, but 
you will see that as compared with the 


current assets on. the other side of the 
balance-sheet which now total £3,194,378, 


the liquid position has considerably im- 
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proved. ‘The excess of current assets over 
liabilities is now £758,691, as compared with 
£365,207 last year. 


TOTAL REVENUE OVER £2,000,000 


Turning now to the consolidated income 
statement, there is littlhe on which to com- 
ment, except to express satisfaction that in 
Lewis’s group alone, and leaving out of 
account the associated companies that are 
subsidiaries of Lewis’s Investment Trust, 
our total revenue amounts for the first time 
to over £2,000,000. 


The consolidated balance-sheet calls for 
little comment evcept to point out that the 
surplus for the group is now more than 
two-thirds of the paid-up capital. As com- 
pared with this figure, the intangible assets 
total no more than £26,076, and this sum 
entirely consists of premiums paid on shares 
acquired in subsidiary companies. It gives 
me considerable satisfaction to tell you that 
we have now eliminated the goodwill item 
from every company in the Lewis’s group. 
I hope these few explanations about the 
accounts will have satisfied you about the 
great financial strength that the group has 
built up singe it became a public company 
in 1924. What now of the future? 


We start our new financial year under the 
shadow of crisis. The effects on the nation 
and on the supplies of consumer goods no 
one can at present measure, but they cannot 
fail to be far-reaching. At least three full 
weeks of production have been lost, and it 
must be many more weeks still before the 
rhythm of production can be properly 
restored. However, during the last seven 
years our team of buyers has had many test- 
ing emergencies to face, and we are indebted 
to them for the way that they have kept our 
stores supplied with goods to sell. have 
no doubt that, coupled with the very close 
and friendly relations we have long estab- 
lished. with our suppliers, the same spirit of 
enterprise and determination will see us 
through the next year. 


But of all the possible consequences of 
this crisis the one that I fear most is that it 
will provide a pretext for clamping still more 
restrictions and controls on the commercial 
life of the nation. The myriads of detailed 
controls with which we are already oppressed 
are slowly suffocating the life oui of the 
commercial community, while our adminis- 
trative machine becomes increasingly expen- 
sive as it is obliged to employ people to see 
that every control is rigidly observed. 


& 


The steady increase that took place in our 
stocks throughout the past financial year was 
some evidence that production was getting 
into its swing again, and but for the inter- 
ruption that has now occurred the position 
would soon have been reached when, in some 
directions at least, controls might have been 
removed. It is earnestly to be hoped that 
in the interests of our customers the time 
may not be far distant when, as a nation, 
we recover our lost faith in the virtues and 
safeguards of competition. Let it not be for- 
gotten that in peace-time it was the big 
retail distributors who played the principal 
part in raising the level of real wages. 


As a result of keen competition between 
themselves and of exciting competition be- 
tween suppliers, it was they who helped to 
reduce prices and to keep them low. From 
the point of view of our own business, we 
have installed a most intricate organisation 
to ensure that all the many millions of differ- 
ent articles we sell are all properly priced in 
accordance with their appropriate Order. 
That organisation requires a skilled, but 
wholly unproductive, stafl to operate it, at 
a time when the man-power situation of the 
country demands that such labour shall be 
reduced to a minimum. 


The report and accounts were unani- 
mously adopted. 


VALUE OF COMPETITION 


THE STANDARD LIFE ASSURANCE HE 
COMPANY — HS 
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TRIENNIAL INVESTIGATION 
VALUATION BASIS STRENGTHENED: DECLARATION OF BONUS 


The one hundred and twenty-first annual 
general meeting of The Standard Life Assur- 
ance Company was held, in Edinburgh, on 
the 18th March, with Mr. J. H. Richardson 
in the chair. 

The chairman, in the course of his speech, 
said: Gentlemen, I must refer in the first 
place to the resignation from the board of 
the Right Hon. the Earl of Balfour, which 
was rendered necessary by his acceptance of 
an important post under the National Coal 
Board. Lord Balfour served as a director 
only for a short period, but during that ume 
we fully realised how valuable a colleague 
he would be. It is a source of great regret 
to all of us that his help is no longer 
available. 

During the year under review many of 
our staff have returned from the services 
and taken up their duties at Head Office and 
Branches. I cannot let this occasion pass 
without saying how grateful we are to all 
the members of the staff for the energetic 
and enthusiastic way they have carried out 
their duties. 

Turning to the accounts for the year ended 
November 15, 1946, I feel confident that you 
will agree with me when I say that they 
make a very good showing. Our new life 
assurance business for the year at the figure 
of £8,696,333 shows, naturally perhaps, a 
very large increase over that for the previous 
year; our mew pension business was also 
highly successful, for we undertook new pen- 
sion contracts involving prospective pensions 
of £2,451,952 p.a. I should particularly like 
to comment on the remarkable expansion of 
our business in Canada in the field of pen- 
sion schemes, where our form of contract 
appears to be greatly appreciated. 


PREMIUM INCOME INCREASED 


It is satisfactory that the premium income 
of the life assurance and snnuity fund this 
year is £4,414,000, whereas last year it 
amounted to £3,394,000. As regards the ex- 
pense ratio, you will note that it has risen to 
11.1 per cent., compared with a figure of 
10.0 per cent. last year. It was, of course, 
inevitable that the ratio would show an 
increase, mainly as a result of the initial ex- 
penses of the much larger new business we 
have just transacted. I may remark, how- 
ever, that we had fully expected the ratio to 
rise even more than it has done, and the fact 
that it stands at the comparatively low figure 
of 11.1 per cent. is due to the rapid growth 
of our premium income. Actually this is the 
lowest expense ratio in the long history of 
the company with the exception of the recent 
war years. 

The net rate of interest at £3 18s. 1d. per 
cent. shows a decrease of 8d. per cent. from 
the rate of the previous year. We may still 
feel content that our net rate of interest has 
been so well maintained. 

I cannot let this occasion pass without 
saying how grateful we are to all the mem- 
bers of the staff for the energetic and enthu- 
Siastic way they have carried out their duties. 


PROGRESS IN LAST TWENTY YEARS 


Since the year which has ended is the first 
full peace-time year for eight years—I will 
not call it a normal year—it is perhaps appro- 
priate that I should for a moment ol 
backwards. I am able to say, after a full 
examination of all the. relevant figures, that 
the Company has emerged from the difficult 
wartime pond with its strength unim- 
paired. wenty. years ago the published 
assets of the Coenen amounted to just over 
a y they amount to over 

48,000,000. Twenty years ago the premium 


income of the life assurance and annuity 


It would be a mistake, however, to 
that the company’s influence in the 
munity has increased in direct 
the figures I have given. There can be jj 
doubt that the National Income, 
as it is in terms of currency, has at de 

doubled during the last twenty years ang 
consequently a certain amount of the jn. 
crease in our funds Premium income 
merely represents an increase p j 

to the larger financial resources of the 
country as a whole. The efforts which our 
institution and others in the insurance indus. 
try are making to stimulate saving by th 
public through the medium of insurance 
must be of great value to the country at the 
present time. } 


fund was £1,090,000; to-day st is £4,414,009, 






OVERSEAS ACTIVITIES 


I should like to say a further word ip 
regard to our activities overseas. As T have 
mentioned already, our business in th 
Dominion of Canada has, during the past 
year, shown a very Satisfactory expansion 
and the same may be said of other fields 
abroad. For many years the name of 
Insurance has been well and creditat 
known throughout the world and, in 
of the trials through which offices have 
passed, I am convinced that their reputation 
stands as high to-day as it has ever done. 
We have received official assurance that no 
steps will be taken to deprive us of the ris 
of managing our own affairs, a decision 
was no doubt based upon a realist'c apprecii- 
tion of the facts. Insurance business of all 
descriptions secures for this country a valu 
able invisible export which it is unthinkabl 
that any government could afford to sacrifice, 


. 


BONUS DECLARATION : VALUATION 
STRENGTHENED , 


A bonus was declared as at November b, 
1943, in respect of the five-year period end- 
ing then and your directors have now degi 
that, in the meantime at least, the company 
should revert to a system of triennial inves- 
tigations. Accordingly on this occasion th 
manager and actuary has carried out a 
actuarial investigation and I am pleased to be 
able to report that the results have been 
excellent and have enabled us to make @ 
declaration of bonus, maintaining the fate 
which was declared three years ago. This 
rate of reversionary bonus, as you will 
from the report, is 30s. per cent. co \ 
triennially with an intermediate bonu 
respect of claims by death or maturity at 
similar rate and corresponding bonuses for 
other classes. 






In addition to the achievement of declaring 


this rate of bonus, we have been 


strengthen our valuation basis and I may be 


permitted to say again, as my 
have been able to say in the past, that oi 
as I am aware our basis is one of unexee 
strength. We have maintained our 
basis of 24 per cent. interest for the 
of our annuities, but for assurances we ® 
passed from the assumption of 2} per cet 








expenses of m ent and in additior 
have set aside tuber special reserves Wa 
should enable us to face the future ¥ 
confidence and enable our members 10 
that their benefits have that degree of § 
ity which is so greatly to be desired in 
unsettled times. nal 
_ I now move the formal adoption 0, 
report, revenue accounts and balance | 
submitted. ae 

Mr. W. F. M, Whitelaw W.S., socom 
this motion which was carried wu 
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GOVERNMENT RETURNS 


For the week ended: Mar. 15, 1947, tetal 
os@imary sevenue was {70,615,000 against 
osdimary expenditure of _£106,515,000, and 
issues to sinking funds £316,000. Thus, 
including sinking fund allocations’ ‘of 
{96:903,197, the defieit acorwed since April 
Ist is (433,661,520 against £2,031 ,945,000 for 
the corresponding poriog.a yeearage. © 
ORDINARY AND SELF-BALANCING 

REVENUE AND EXPENDITURE 


‘Receipts inte the 
} “Exchequer 


(¢ thouse ancls) 


t 


aenek —_ — “April Tes 
Cf K PORK 
OAEA a) ti ened ented 
1946 1947 1946 1947 
URDINARY 
REVENUE 
Jacome Tax ur 000m oe WOS387S5 87 M22).26680 
Sur-tax . . «4- & 200s. 89 69. 342 2, 880 3,350 
#state, etc | Paties 0, eon 1 TH 292-174 3,980. 4.900 
ae in Rooke 29,000 22,489 35,099 200 5a0 
KDC. eh 325,000 33,671 31,20? 580 630 
€P.7.... 416,897 5M6.@62 79678 7,050 
Other Inland Re Z 1,000 631 Br a6 116 
Total Inland Rev 1686000 1940021 1696235: 51669 44,440 
Customs......... 595, 000 545, 38) 586,655 12, 086 14,820 
Mincise ....: cab ae 992,000" See seme 2, oo 2,800 
Fotal Customs & 

NT RO 1187000 wee 291 9134855 }4ee Hen 
Motor Duties .... 45,000 42,826 49,123. 300 311 
Surplus WarStores 156:000 ... 135;004 1,660 
Surplus Reeeipts 

from Trading .. 50,000 40,000 
Post Office TNet 

Receipts) ....: oe AF 3,150 ...., D 500 
Wireless Licences 5,300 4,720 “S9.910  ... eh 
“rown Lands ... 1,000 930 WP 2c. 

Receipts from 

Sundry loans ... T5000 “10/762 23/625 45 45 

Misceli. Receipts.. 22000 66505 . 56,235 22 7,040 


Fotal Ord. Rev. -. 3161300 v1: ES 5129367 67, 152 10:615 


‘Se_r-BaLancine 


Post Office .... 123,300 111,550 123,600 1,750 2,000 
Income Tax on 

E:P.T. Ftefunds 34 446, 380 MM. 691 
Petal ee _ Seeteoe $240329 3401767 68,936 73.306 


Issues out of the 
Exchequer te meet 


payments 
“ thousand S) 
Esti- ve 
Eapenditure mate, April April AVieck 
: ek Werk 
946-47 = ze ended énded 
Stes Mar War. | Mar. 
ar. wa®r, 
1s. 15, 16, 15, 
i946 1947 P86 DOT 
~~ Gepinary 
Garexprr re 
Jor & Man. of 
Nat. Debt. . ss 490,000 450,398 493.794 2:543 4,505 
| to i. 
aan - mea 20,000 10,789 18.02) 
mi Fund . 50,000 50,000 
‘Other Cons. Fund 
Serviees..... -, 8,008 7,735 7,081 22 5 
Total Ribak ws sis 568,000 468, 722 568.8% 2,565. 4.511 
Supply Services .. 35340434675741 2977150 91,7206 102004 
MO ok. css $102043 5144465 3546046 94, 270 106515 
Saur-Bataxcixa - eREEES ERE deen eae 
tin 123,300 111,550:123,600 1,750 2,000 
ne ax on 
GPT. Refunds 34 148,380 4 86691 
Fotal pi A125 345 5256047 3818026 96,054 109206 


After. decreasing Exchequer balances by 
£817,025 to 42,679,506, the other qperations 
for the week increased the gross National 


Debt by £58,216.766 to £25,526 million. 





NET 880ES thousands 

PO. and ‘Felesr: eee i ta ¢ ab ere Meakin 450 
a ane eoonindycs «nosh fape vaaedbasbayeataabod pina’ 44 
Overseas Trade Guarantees Act, 1938, Sec. 4(1).. 95 

Megng (Fonporary Accommeiation) Act, 194, . 
wes 27,000 
Wt Authorities Loans “Act, “7945, “Sec. “Rl) . 1,250 
; War-Damage-Commission ............ 000 
Findnee Act, 1946, Sec, 26(7) Pest War-Credits ... 239 
recaeec, 1935, Sec. 508) Seemetnt. Lecal.Leans i 
22,428 


NET RECEIPTS (£ thousands) 


Land Settlemen 


t.4Eacilities) Acts, 1919 and ed 


—_——— 


w 


CHANGES. IN BERT (f thousands} 
Nev Rectiets 


oere 


Other Debt :-— 


Brxternal. ...3. 


* Inchiding ¢3,777,000, paid @ffeon maturity. 


rreastiry Bis... 
Nat. Savings Certs. 


ds. 


: 


27.999 | 


2,100 | 


2,300 
54,5387 


' 
+ 
; 
(4 
t 


86, 796 


Net aterayar xTs 
3°;, Defenee Bonds *2,281 
24%, NateWMardids., 
BO4G-AT cw - 50 
3° Term. Annuities 154 
Tax Rebecve Gers. 194,556 
Other Debt..— 
byternal e055 43 
Ways .«k Means 
1,555 
8,500 


Advances .... 2% 
Treasury Deposits 
8,79 


FLOATING DEBT 


million) 


Treasury 
Bills 


Date 


ise i 


1700- 


2070- 
2080 - 
2100: 
2120- 
2140- 


cocooco oo 


2150-0 
2150-0 
2145-0 
2145-0 
2145-0 
2155-0 
2165-0 
2175-0 
8 2185-0 
2185-0 


Tap 


2577'2 


2460+ § 
2487-3 
2377+8 
24966 
2455+6 


2467+1 
245742 
246146 
243542 
2418+2 
2441:3 
2506 +5 
2565+5 
2600*7 
2628+5 


AWVvys and 


Means 
Advances 


Public of 
Depts. 


435- 


S72 
576 - 
388: 
376: 
448: 


aif: 
412- 
395: 
427: 
430: 
409: 
44% - 
530: 
583° 
582 - 


Trea- 

sury Total 

; De- Float- 
, posits ing 

Bank ‘ y. Debt 

Eug- Bawks ; 

land 


6297-1 


6645-4 
6685 “9 
6683-1 
6697 -5 
6720-1 


Ones tw 
;* ae. 5 


6715-0 
6700-4 
6659-2 
_ 6640-8 
6602 °9 
6615-1 
| 6626-1 
| 6789-3 
812-9 
6830°7 


i 


oO) Eb 
: B: 
‘ ost 
os 
oo 
3 
o 


1435-0 


TREASURY BILLS 


{é millions) 


Date of 
dender | 


T5465 
Mar.. .15...150.0 


170-0 
27 «6170-0 


170-0 
» 2 170-0 
17. «170-0 


31. -160- 
A70 
170: 
21 «+176. 
170: 
170° 
4 «170- 


SSs0eo 


Mar. 


= 


“Gn Mar. 14th applications fordbills to be 
Tuesday, Wednesday, 
as to.about 51 per cent. 


176-40 | 


460 0) 


Amount 


255-9 


295-8 
280°3 
285-8 


273:7 
287-6 
273-4 
277-2 
303-0 
290-6 
265-6 
277-9 
246-3 
287-0 
273-9 


‘Offered Apple Allptted 


1§0- 
170-¢ 


170 


170- 


170+ 
170: 
165- 
160- 
160- 
170- 


170 
170. 
170- 


Average * 
Rate Allotted 

of Aliat- | at 
ment ;. Min. 
e Rate 


° 
~ 
°o 


1-46 §1 


0-4 45 
46 
0-27 47 


oo 
— oe 
oye 

on 

_ 


9 a4 
“16 4? 
41 51 
a4 
“14 37 
46 
a7 58 
41 
“16 3 
“AS 43 
69 &l 
paici-on Monday, 


Soc6006 
om 
o 


@) 40 
0 10 
o WW 


~ 
oS 

mee tee eH OOD 
uw 
nh 


Thursday and Friday were accepted 
of the 


amount applied for .at 


£99 17s. 5d. and applications at higher prices were accepted 


in full. 
£99 17s. 6d. 


Applications for bills to be paid on Saturday at 
and above were aceepted in full. 


#170 million 


(niaxhhum) of Treasury Bills are being offered fer Mar. 21st. 
For the week ended Mar. 22nd the Banks will be asked for 
Treasury deposits to a waximum of £80,000,000, 


NATIONAL SAVINGS 
CERTIFICATES AND 2}°, BOND 
SUBSCRIPTION 


(4 thousands) 


Week 


ended 


1946 
Dec, 21 
28 


4,400 
8s 2,500 
1947 


jan. 4 2/600 
3 ahi 3,500 
» 18 3,700 

25 6,100 | 
} 





Up to Mar. 8th 
amount of £440;4 


2}* 


Defen: e 


Bonds 


weeks. 


ga 


Wee 


ended 


Mar. 


” 


; Totals j 
' to date 


1 of Savings 


k 24% 
f Defence 
Bends 


BSC. 


1 5,050 
8 4,700 
15 3600 
2 43600 
1 7,350 
8 6,700 


4,620 
S10 
2;500 
2,810 
4,200 
2,983 


1,710,770 | "$107,003 


ee es weeks. 
Gertificates to the 


000 “had been repaid. 


enema erecta 





BANK OF 


ENGLAND 


RETURNS 


MARCH 19, 1947 





ISSUE DEPARTMENT 
Notes Issued : Govt, Debt. . ribisse 
In Circln. ... 1386; 826, 907 | Other Govt. 
InBankg De- | Securities . . - -2436,340,022 
partment... 63,420,926 Other Secs... . 637,231 
, Coin other 
| than Gold. . 7,647 
' Amt. of Pid. 
dsswe.. 2... 1450,000, 080 
‘Geld Goin and 
Bullion (at 
172s. 3d. per 
+g, fine). (oes 247,833 
pita Se Staion eglia 
1450,247,835 ’ A450, 247,833 


BANKING DEPARTMENT 








€ 
Capital. nies 94;353-000 
Rest... .. 276 SONG, 983 
Public Depe*. 26;25},098 
mis baci 
Other” Deps; ; a eee 
Pankers..... BOT GGEE TT 
Other Accis... QUARTET 
5399/1094 14 


$27,760,495 


FTA 
of Nationa 


Exchegner, Savings Baiiks, 
1 Debt andl Dividend -Acoounts. 


£ 

Govt. Sees.... 333,555,660 
Other Secs. 
Discounts and 

Advances... 11,426,382 

Securities.... 18,711,343 

30,137,665 

Moteas ik. «iss 63,420,936 

Gola. FHSS 666,244 

427, 760;495 


Coinmiissioners 


COMPARATIVE ANALYSIS” 


{£ millions) 


Issue Dept. : 
Notes m circulation 
Notes in banking ve 


ee a ee 
Covermument debt 

eocwrities® oc. kes 
Other secupities.......-.. 
Gold 


bidlued at s. per fitae 03. 


Banking Dept.: 
Deposits : 


PAE x csieneeacaencecenvae 


WRRMEIE' sf cx cuca sss 330% 

OCRAEt. Kin Keishi cae 

Peak. Kat caicewiee sds < 
Securities : 

A,OVEIMMODE . is ces eed ws 

Diseounts, €£C. 4.655. i 

Other 


“ Proportion ” 


1946. 1947 
«Mar, Mar. | Mar. | Mar, 


20) 8°] 


1525-5 1581 °4 13985-41386 6 


74:8 68-8 64-81 634 


'1399- ae: suet oT ea 
0-7 0*6 


6-2 0-2 0: 2 og 
 AG2/3, MA/3, 172/83, L228 


A120... OM 97 10-3 
241-8 SI9-O 289-4 307-7 
45 96-5 94-6 91-4 
8-5 425-3 393-7 409-3 
215-3. 343+3; 314-4 333-5 
20-4. kh. WA 11:4 
15-5, 18-6 19-7 18-7 
251-2 374-0 3465 363-6 
To°F. GPT 65-6 64-2 
* oO o ‘oO 
24-5 36-3 26°6 “35-6 


* Government debt is £11,015,100, capital 434°965,000, 


Fiduciary issue raised 


from 


£1,400 million to £1/450 


mitlion on Deeeurber 10, 3946: 


. 


GOLD AND SILVER 


The 


Bank of England's Official buying price for gold 


remained at 172s, 3d, per fineouuce throughout the week. 


Market ypriees were as follows :—~ 











SILVER GOLD 

1947 London* New York Bombay Bombay 

per ounce ‘per ounce per 100 tolas, -per tola 

d. c. Rs. a. Rs. 2. 

Mar. 15.. 75} 706 6 | OS 

6. see Po 95 168.0 | 6 

oe ieee % 0 6 0 | 105 «(8 

> te | ae | | os 8 | lee 
18. * | 4 ; ; 

2 ofS 163 0 | 103 4 

* Spat cash 
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NATIONAL BANK OF INDIA-LIMITED 
Bankers to the Government in Kenya Uganda.* © - 
Head Office: 26 BISHOPSGATE; LONDON, E.C.2. 
BRANCHES: 
de d Cochin ; Madras Kisumu Kenya 
. Aden Point (3. India) Mandalay Mombasa Colony 
Amritsar Colombe Nuwara Nairobh British 
Bombay Dalhi Eliya Nakuru E.A. 
Cateutta Kandy Rangoon Futebbe 
Cawnpore Karachi Tuticorin Jinja Uganda 
Chittagong Lahore Zanzibar Kampata : 
Dar-es-salnam Mwanza Tanga -... «. os»  o. Tanganyika Territory 
SUBSCRIBED CAPITAL ... ob £4,000,000 
PAID-UP CAPITAL —... wok £2,000,000 
RESERVE FUND eee eee eee £2,200,000 
the Kank. conducts every description of Eastern Banking business. 


Trusteeships and Executorships also undertaken. 
















AGGREGATE ASSETS 
at 3ist March, 1946 





Established over 80 years 















“NEW ZEALAN 


Incorporated with kmuited habiliy in New Zealand 
fd 


Represented at over 240 points 

in New Zealand and at Melbourne, 

Victoria; Sydney, New South Wales ; 
Suva, Fiji; Apia, Samoa 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 


London Office: 


1, Queen Victoria St., E.CA. 
©. M. Samuel, Manager. 






NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 











FULLY PAID CAPITAL -  - £3,000,000 
RESERVE FUND- _- ~~ £3,000,000 








6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


e "UNIVERSITY OF CAMBRIDGE 
ASSISTANT IN STATISTICAL RESEARCH IN ECONOMICS 


The Faculty Board of Economics and Politics in the University of 
Cambridge will shortly proceed. to the appointment of an Assistant in 
Statistical Research. The appointment will be open equally to men and 
women. The initial appointment will be for a period of one year, which 
may be extended for two further periods of two years. The duties of 
the person appointed will be to assist the Lecturer in Statistics and 
other members of the teaching staff of the Faculty with their statistical 
work. and he may also be asked to give temporary assistance with the 
teaching of practical classes in statistics. He will be expected to be 
available during a reasonable part of each vacation as weli as during 
University Terms. applicants should possess either an honours degree 
of a university in economics with some training in statistics or appro- 
gate statistical experience in a er office or other organisation. 
fee salary will be between £ and £450 per annum according to 
experience.—Applications, including references or copies of testimonials, 
should reach the Secretary of ‘the Faculty of Economics and Politics, 
The Marshall Library, Downing Street. Cambridge by April 19th. 

LONDON SCHOOL OF ECONOMICS AND POLITICAL 

SCIENCE 
(UNIVERSITY OF LONDON) 


The London School of Economics proposes to appoint to Lectureships 
‘and Assistant Lectureships in Sconomics from October 1, 1947. Salary 
scales £500-£850 p.a.. and £400-£500 p.a., respectively. with superannuation 
benefits and family allowances. _Candidates are invited to give in their 
applications the names of three referees and an indication of any special 
interests in the fleld of economics.—Appltications should be received not 
later than May Ist by the Secretary. London School of Economies, 


Houghton Street. W.C.2, from whom. further information may | be 
obtained. : 


JLXPERT shorthand-typist available evenings,—Box 443. 
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‘BANK’OF SCOTLAND] 


Constituted by Act of Parliament 1695 
AUTHORISED CAPITAL ... 
CAPITAL FULLY PAID ... 
RESERVE FUND & BALANCE carried forward ... 
DEPOSITS & CREDIT BALANCES 
as at 28th February, 1946 ... 
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Over 200 Branches and Sub-Branches throughout Scotland, 
London Offices: ge 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, Ww, 


EXECUTOR AND TRUSTEE 
DEPARTMENT 


Why impose upon relations and friends the 
onerous duty of acting as your Executors and 
Trustees when Lloyds Bank can offer you the 
services of their expert organization for dealing 
with your estate at a moderate cost? 

Before making your Will or creating a Trust, why 
not obtain full particulars of such services from 
one of the Offices of the Executor and Trustee 
Department or from any Branch of the Bank? 


HEAD OFFICE: 7I LOMBARD STREET, LONDON, £.C.3 





REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, ! 










ANNUAL INCOME EXCEEDS £15,600,000 " 
ASSETS EXCEED €92,008,000 
CLAIMS PAID EXCEED €173,000,000 


(1945 Accounts) 





CANADIAN PACIFIC RAILWAY COMPANY (Incorporated in Cam 
with Limited Liability). NOTICE TO SHAREHOLDERS. The 
sixth annual general meeting of the shareholders of this company, 
the election of directors to take the places of the retiring directors 4 
for the transaction of business generally, will be held on Wednesda} 
the seventh day of May next, at the principal on 

at Montreal, at 12 o'clock, noon (daylight saving time, p 
The ordinary stock transfer books will be closed fn Montreal, To 
New York and London at 3 p.m. on Tuesday, the fifteenth day of Apri 
The preference stock books will be closed in London at the same tim 
All books w®! be re-opened’ on Thursday, the eighth day of May.- 
Order of the board, F. BRAMLEY, Secretary. Montreal. March 10,7 


(TARSSRED and qualified COST ACCOUNTANT (37) seeks position q 
of the highest responsibility. Wide experience with na ; 
known companies in costing, financial and budgetary 
Mechanised accounting and staff control.—Box 433. 


exotibicuiiais ines ; 


FLCONOMIST. 38. French. German, Spanish; journalistic experient®; 


rE se responsible position newspaper or market research or gimilar. 
—BOx « G 2. 











enamel eo 
UNIVERSITY OF LEEDS 2 
DEPARTMENT OF HISTORY ee 
Applications are invited for two Lectureships in History on the 
scale £25-£900 a year, the appointments to 1 date from October 1? 
Applicants should be specialists in either Economic and Social As 
of Medieval History or International Political Relations in 19h ® 
20th Centuries. Further particulars ov request.—Applications 
re The Registrar, The University, Leeds, 2, not lJater than 4 7 
ae : i 4 : a oe sai a 
eae ALMANACKS. © 1885-1945 com e, a few” 
what offers?—Kaye, 76, Addison Way, N.W.11. Speedwell 


London, W.C.2.. Pub‘ished weekly by Tue EcoNoMIST Newsparsn, bi " 
R. S. Farley, 111 Broadway, New York, 6.—Saturday, March 22, 
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